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Thursday, December 15, 1949. 
MORNING SESSION 


---The Commission met at 10.30 a.m. 


MR. COVERT: Mr. Chairman and members of the 
Commission: Mr. Shepard wishes to make a statement 
before the C.P.R. calls its next witness. 

THE CHAIRMAN; All right, Mr. Shepard. 

MR. SHEPARD: Mr. Chairman, I have prepared a 
statement that I have been instructed to place on the 
record by my Government, but before doing so some time 
ago I think it was you, Mr. Chairman, asked what the 
provisions were in the Manitoba Municipal and Public 
Utility Act which gave some control to the Govern- 
ment, and I thought I would put those references on the 
record first. The Act is 1940,.R.9.M.., Chapter 142. 
sections 23 and those following deal with procedure, 
and give to the Public Utilities Board of Manitoba, 
so far as procedure is concerned, the same powers as 
those possessed by a King's Bench Judge. Seetion 25 
of the Act reads as follows: 

"The Board may of its own motion, and shall 
upon the request of the Lieutenant Governor in 
Council, enquire into, hear and determine any 
matter or thing within its jurisdiction." 

Section 57 dealing with appeal permits an appeal to the 
Manitoba Court of Appeal on questions of jurisdiction, 
law and fact. Section 154 requires the Board to 
transmit the annual report to the minister named in 

the Act who is the Manitoba Municipal Commissioner. I 
think those are the only relevant sections in the 
Public Utility Act of Manitoba. 


THE CHAIRMAN: Pardon me a moment; would you 
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tell me the last one? 

MR. SHEPARD: The last one is section 154, and 
ib inequires the Public Utility Boardvito transmit the 
annual report to the minister. 

THE CHAIRMAN: I think you have shown there 
that the only appeal from this Board is one on matters 
of law and jurisdiction? 

MR. SHEPARD: And fact, as well, to the 
Manitoba Court of Appeal. 

THE CHAIRMAN: I see; all right. 

MR. SHEPARD; The statement, Mr. Chairman and 
members of the Commission, is in reference to the 
Chairman's remarks which appear in Volume 50 of the 
transcript from pages 9565 to 9567. 

Your Commission has intimated that it would be 
desirable to have the Manitoba Government review the 
position taken by it with regard to the duty and 
responsibility of the Dominion Government toward the 
Board of Transport Commissioners, in the last pages 
Or Chapter 2 of its submissiors. 

I am instructed to ete that this position 
was reviewed at a meeting of the Manitoba cabinet on 
November 26 and the position has been confirmed. 

The Manitoba brief makes two basic submissions 
with reference to the regulation of railways in Canada. 

Firstly, we say that the Board should exercise 
more fully than it has in the past its wide powers 
under the Railway Act and that its staff should main- 
tain a constant review and supervision over the rate 
structure and the standard of service (i.e. expenses) 
of the railways. 

SecondLy, we say that railway transportation 


in Canada is too vital a factor in the national economy 
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to be regulated only by an independent tribunal such 
as the Board of Transport Commissioners without the 
ultimate responsibility for such regulation resting 


with the Dominion Parliament and the Dominion Govern- 


ment. The ultimate responsibility ee the Board, of 
course, now rests with Parliament since Parliament may 
change the Railway Act or personnel of the Board. 
Manitoba's position is that this control is somewhat 
less than what is desirable and that the Dominion 
Government should have power to direct the Board if 
occasion should arise in order to ensure that the atti- 
tude and actions of the Board are not inconsistent with 
the Dominion Government's view as to what is in the best 
interests of Canada from the standpoint of national 
economic policy. 
In short, it is Manitoba's submission that the 
Board should be strengthened so that it is better able 
to formulate and administer national railway trans- 
portation policy but the Dominion Government should be 
empowered to direct the Board in any case where it may 
consider it necessary to do so in the interests of 
national economic policy. The power suggested to be 
vested in the Dominion Government to direct the Board 
would be limited as follows: 
(1) Direction could not be inconsistent with the 
Railway Act. 
(2) Direction should be on policy matters only. 
(3) Government control over the disposition of any 
particular issue properly before the Board to 
be that suggested by Manitoba as an amendment 
to Section 52(1) of the Railway Act. 
The viewpoint just stated has already been 


expressed in the following language found at pages 
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56 and 57 of the Manitoba printed submissions: 
Ay . we feel that your Commission should recom- 

mend that in any revised Railway Act there should 

be a clause which gives to the Dominion Government 

the responsibility and the authority to disallow 

or to vary any order of the Board. Furthermore, 

in cases where the Railway Act has laid down only 

the general lines of policy, the result will 

inevitably be that in many situations there will 

be several alternative policies which might be 

adopted, all of them perfectly consistent with the 

general policy laid down in the Act. In situations 

such as these we feel that it should be made clear 

that the Dominion Government has the authority 

to designate which of those alternative policies 

is to be applied. We feel that the Dominion 

Government should have the power and the respons- 

ibility to take such actions either on its own 

movion Or upon application. 

It is true that a properly constituted Board 
which is aware of its functions and responsibilities, 
will generally arrive .at decisions which are quite 
consistent with the public interests. Under such 
circumstances, any significant number of inter- 
ventions by the Dominion Cabinet would be 
unfortunate in that they would destroy the use- 
fulness of the Board as a maker of policy. A 
competent Board should’ be left free to use its 
own judgment within the limits of the Railway 
Act. At the same time, it is certainly conceivable 
that a misjudgment of where the publie interest 
lies, or perhaps an inadequate appreeiation of 


the complex situation upon which it 1s called to 
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rule, may lead some future Board into serious 
mistakes. It is to ensure against such an 
unlikely but entirely possible eventuality, that 
we urge that an avenue be left open for a review 
of the situation by the highest policy-making 


body in the country.” 


(Page 13842 follows) 
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An illustration of the concept that Government 
must retain ultimate control of and responsibility for 
matters affecting the national interest is found in the 
Aeronautics Act 1927 R.S.C. cap 3 as amended by 1944 8 
Geo VI cap 28 and 1945 9 Geo VI cap 9. ‘The original Act 
was passed dn 1919 and amended in 1922 before inclusion in 
Racureyv poner ulOey.) (The purpogce of tne Acteis, to provide 
the machinery for what the Government considers to be the 
Necessary Supervision and control of air transportation in 
all its phases in the same relative manner as the Railway 
Act seeks to supervise and control railways. 

In the first: Act. in 1919. the Minister of National 
Defence was the responsible member of the Government. 

This is understandable since at that time the commercial 
possibilities of air transportation had not begun to be 
realized. In the amendment of 1944, the Minister of 
Transport was given control, which he still exercises, not- 
withstanding the creation in that same year of the Air 
Transport Board, a tribunal of similar functions: in) the 
field of air transportation as those vested in the Board 

of Transport Commissioners'‘in the field of rail transport- 
ation. 

The measure of Government control retained over 
the Alr Transport Board is illustrated by reference to the 
following sections found in the 1944 Amendment to the 
Aeronautics Act: 

"9. Subject to the directions of the Minister, the Board 
shall from time to time make investigations and 
surveys relating to the operation and development of 
commercial air services in Canada and relating to 
such other matters in connection with civil aviation 
as the Minister may direct. 


10. The Board shall from time to time make recommenda- 
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tions to the Minister with reference to any in- 
vestigation or survey made by it and shall advise 
the Minister in the exercise of his duties and 
powers under this Act in all matters relating to 
Givin avis tion, 

Subject to the approval of the Governor-in- 
Council, the Board may make regulations - 

(a) requiring air carriers to file with the Board 
PevUurns: WLun mespec titer theiricapital,: trariic, 
equipment, working expenditure and any other 
matters relating to the operation of commercial 
auri Services; 

(bo) requiring any person to furnish information 
respecting) ownership, transfer; consolidation, 
merger or, lease orsany proposed transfer;, consal- 
LOAwTLOnenMerTRer Oraiease. ofa commcrelal, air 
Services; 

(c) requiring copies of agreements respecting any 
such! consolidation, merger, lease or transfer, 
copies of mail contracts and proposed mail con- 
tracts and copies of agreements affecting commer- 
Claly -airaservicesité6ibesfided with the Board: 
(d) prohibiting the transfer, consolidation, 
merger or lease of commercial air services except 
subject to such conditions as may by such regula- 
tions be \prescribed; 

(e) prescribing fees for licences to operate com- 
mercial air services and requiring applicants for 
such licences to furnish information respecting 
their financial position, their relation to other 
air carriers, the nature of the proposed routes, 
the proposed tariffs of tolls and such other 


matters as the Board may consider advisable; 
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(f) prescribing forms for the purposes of this 
PaALUs 
(g) respecting traffic, tolls and tariffs, and 
providing for the disallowance or suspension of 
any tariff by the Board, the substitution by the 
iicensee’ of 2 tarlilt satisfactory to the Board or 
the prescription by the Board of other tolls in 
i16u Of the tolis so’ disallowed; 
(h) prescribing the term of the licence and pro- 
viding for renewal thereof; 
(1) prescribing maximum hours and other working 
conditions for pilots and co-pilots employed by 
any alrcarrier; 
(j) prescribing forms of accounts and records to 
be Kept lby air carriers, “and providing Lor access 
by the Board to such records; 
(k) prescribing penalties, enforceable on summary 
CGV const or 
(i) contravention of or failure to comply with 
this Part or any such regulations or any direc-~ 
tion or order made by the Board pursuant to this 
Act or such regulations, or 
(ii) making any false statement or furnishing 
false information to. or for the use or informa 
tLen of the Board, or 
(iii) making any false statement or furnishing 
false information when required to make a state- 
ment or furnish information pursuant to any 


reguieavron, direction-or-order of the Board; 


Such penalties not to exceed a fine of five 
thousand dollars or imprisonment for six months, 
or both such fine and such imprisonment. 


(1) providing for the effective carrying out of 
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the provisions of this Part; 

(cc) establishing classifications or groups of 
air .carpLers,; “ 

(dd) excluding from the operation of the whole or 
any) pant johpthis: Part,orrsanynpn pesulatiom, order 
or direction made or issued pursuant thereto, any 
air carrier or class or group of air carriers." 

The submission of the Manitoba Government does 
not envisage so great. a measure of Government control over 
the Board of Transport Commissioners.as that exercised by 
the Government, over, the, Air Transport Board, under the 
Aeronautics Act. It 1s, however, Manitoba's submission 
that the attitude of Parliament, as expressed in that Act 
toward «control,.of air..transportation,() tay sound, since air 
transportation is admittedly an important factor in 
Canada's national economy both in times of war and in 
times of peace. .In size and importance in the Canadian 
economy, rail transportation is a greatesr factor than 
air transportation and it is therefore Manitoba's opinion 
that the Dominion Government must retain the power and 
responsibility outlined in its submission and in this 
statement. 

Then, Mr. Chairman, we have at the request of 
the Commission drafted certain amendments to the Railway 
Act. They are amendments to sections 33, 36, 38 and 
52(1), and I would ask that they be included in the 
record for, the.informationzeaf those’ interested. 

AMENDMENTS TO THE RATLWAY ACT 
Suggested by Manitoba: 
SECTION 33 
To be amended by adding Sub-sections (6) and 


(7) as follows - 
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Notwithstanding the provisions of Sub-section (2) 
of Section 9 of this Act the Board is an adminis- 
trative tribunal and its orders, decisions, rules 
Or regulations shall be construed accordingly. The 
Board shall not be bound in any way by its previous 
decisions, procedure or practice." 

Upon any hearing the Board may hear any evidence 
which in its opinion is relevant to the matter but 
Shall not be bound by the legal or technical rules 
OL evidence’ nor shall iv 'be restricted to making a 
decision based only upon the evidence taken at a 


hearing." 


SECTION 36 


To be amended by adding the following, as Sub- 


section (2) - 


ea 


It shall be the duty of the Board to act on its own 
motion in respect to matters under its jurisdiction 
when in the opinion of the Board such action is in 
the public interest and particularly in the matter 


of just and reasonable rates." 


SECTION 38 


To be amended by adding the following, as Sub- 


section (2) - 


beer 


The Governor-in-Council may also give general 
directions to the Board in respect to the policy 
to be followed by the Board in the exercise of its 


jurisdiction under this Act.’ 


SECTION 52 (1) 


To be amended to read as follows: 


(changes as underlined) - 


shat | 
° 


The Governor-in-Council may at any time, in his 
discretion, either upon petition of any party, 


person or company interested, or of his own motion, 
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and without any petition or application, review, 
rescind, change, alter or vary any order, eae taters 
rule or regulation of the Board, whether such order 
or decision is made inter partes or otherwise, and 
whether such regulation is general or limited in 

its scope and application, and remit any matter to 
the Board with directions respecting the disposition 
thereof; and any order which the Governor-in-Council 
may make with respect thereto shall be binding upon 
the Board and upon all parties. 

THE. CHATRMAN:. Wr. shepard, we. have, gone oven 
this and.heard it > .yread by you; of course, we will have 
to discuss it later as a matter of argument, but. in the 
meantime I wish you would, if possible, more clearly define 
for us just what you mean by the word "policy" which ap- 
pears throughout. You see, the word "policy" is suscept- 
Lpae.Ob a very broadvapplicapion.,.. For instance, we heard 
the other day that the policy of, the United, States. Congress 
is that both shipping and railway traffic should remain 
in full vigour. The word "policy" is applied to such a 
declaration by Parliament as that; but in some questions 
addressed to Mr. Moffat when he was here it struck me that 
his idea of the word "policy" was very much narrower, so 
I think -- I am telling you now, for later on -- it would 
be well to do as much as you can to define more clearly 
what you mean by "policy". 

Then, scain.. | notice, in rererring to the sBoard 
and asking for this supervision, control and direction by 
the Government over the Board in certain cases you talk of 
a properly constituted Board and a competent Board. It 
seems to me as if that was something exceptional. Do you 


mean to say that the question of whether a Board is com- 
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petent or properly constituted depends on the personality 
of the Board from time to time, or what do you mean? 

MR SHEPARD: I am afraid that it does to a very 
considerable extent. 

THE CHAIRMAN: Then who is going to judge whe- 
ther a given Board in a certain year is a competent Board 
Or, aS you put it, @ properly constituted" Board? Look into 
those things, please, and we will hear from you about them, 
because they may raise questions. 

MR EVANS: Mr. Chairman, I have’ no intention of 
making any extended statement. I do want to say that my 
friend was good enough to send me a copy of this statement 
last night, but owing to preoccupation with other matters 
I had not. an opportunity of seeing it. ‘I do want to say 
tis, chat it Yeaves’ me in very considerable doupe am to 
the extent to which we may now read the transcript of Mr. 

. Moffat's evidence with reference to these questions 
and determine whether Mr. Moffat was saying something which 
is consistent with this newly-announced policy or not. For 
example, it is important for us to know whether the kind of 
thing that Mr. Moffat said the Government should have power 
to do is within or without this new policy. 

I have in mind a specific case. You will remem- 
ber, perhaps, that Mr. Moffat in reply to some questions 
from me said that he thought that if the Board should find 
that the railways were entitled say to 25% increase the 
Government should have the right to say to the Board, it 
should be 20%. Now, when Mr. Shepard read this statement 
he suggested that, while he did not envisage so great a 
measure of control as existed in the case of the Aeronautics 
Act, he did say, "We feel that your Commission should re- 
commend an amendment to the Act giving to the Governor-in- 


Council the power to disallow or vary any order of the 
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Board." Does he disavow Mr. Moffat to any extent, and if 
so to what extent? I think we are entitled to know more 
definitely than my friend has put it. 

MR SHEPARD: Mr. Chairman, I do not want to put 
our argument forward now. 

THE CHAIRMAN; No, no, 

MR SHEPARD: But. I do want to make it quite clear 
to the Commission and to my friend that this is not a 
statement of any new policy that I have just put forward. 

If there is some measure of doubt in any aspect of Mr. 
Moffat's evidence, this statement’ is: expressing the view of 
the Manitoba Government, and as far as we were concerned Mr. 
Moffat's evidence did the same thing. 

THE CHATRMAN: In any case, Mr. Shepard, 1 will 
say that since you have put your desire and intentions into 
a form of amendment to the Railway Act, there is where we 
are to look now. 

Mh SHEPARD. Yes). Sir) 

THE CHAIRMAN: But, as I told you, there are cer- 
tain words even in your draft that will require explanation 
when the time comes to argue. 

I do not think I need say any more, Mr. Evans; 
we can leave things as they are; Mr. Shepard understands 
the situation. 

MR COVERT: Mr. Hume wishes to make a statement. 
I think it arises out of a suggestion--- 

THE CHAIRMAN: It is something else? 

MR COVERT: Yes. 

ME HUMES, Mr. Chairman, in volume. 55,of the 
transcript, on November 29th, Mr. Evans made a very complete 
statement as to the mechanics of the movement of freight by 
rail from the United States into Canada, and unfortunately, 
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not present at that time. At page 10677 you, Mr. Chairman, 
requested a similar statement from me as to the mechanics 
of how the freight moves by truck, and that statement has 
only just come to my hands this morning, and I thought that 
I would just place it on the record so that the lapse is 
not too many days, so that it can be found with some con- 


venience. 


(Page 13854 follows) 
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The situation which was under discussion srose from 
the submissions of the Canadian Automotive Transportation 
Association as to the different treatment between freight 
moving into Canada DY Yail end by truck, and, ss 1 say, 

Mr. Evens explained the situation by rail and the following 
is my : information with regard to the movement of goods by 
truck, On traffic consigned by a United States exporter 
for a delivery to a Canadian point, the United States 
exporter makes out an export declaration described as 
United States Commerce Form 7525 - V. This de@laration is 
tne. same lorm used: for shipment by rall, air, or by truck. 
When the shipment reaches the Canadian port of entry, the 
United Stetes export declaration is surrendered, and up 
to this point rail and highway traffic receive the same 
treatment. Thereafter, the rail traffic moves under a bond 
filed with the Canadian Department of National Revenue to 
its Canadian destination under manifest as explained by 
Mr. Evans. The consignee in that case may attend to the 
customs formalities at the point of destination, 

For highway traffic, however, goods can only enter 
Canada by motor vehicle subject to Customs inspection and 
payment of duties at the Canadian frontier point of entry, 
at the border. This procedure is prescribed in Canadian 
Customs Memorandum, Series D, No. 8, second revision, para- 
graph 6. As required by the Canada Customs Act, Section 106, 
merchandise is removed by a trucker for customs examination 
and then reloaded. Proper invoices must be produced for 
purposes of goods classification and valuation by Canadian 
Customs Ollicisis and the absentee Canadian consignee, the 
consignee who may live inland two hundred or three hundred 
miles, is represented for thls purpose by a Customs Broker. 


Such brokers must be duly appointed under seal under 


a avs: ee a 
MO ) saots isi oberon of iy ated wate ae by 
+ (eae “an 


penpescigaret Marsoustia netosne off Xe Oa 
hee fis sows ed: fase toot JaseeP Le at? oe Ee: | 


P, .y6e I a@¢ .Ots . gouty vd drs fie 2*¥ ys shake of 
aa whi) babi Biehis i 
Swollolt stig ons lice ve AOET sutks, ont ‘bantetun ea i st 
- | ae hve 
d eboos to dasue von say of Otesst Aitw ciotdsinre ne 


~ Pn ae es Ver 7 - dct : » Be a 3 ; _ ; 
19d t0 1x2 85d ave bodinU «¢ vd benytéends ofMlard oO. 4 
: 
‘ tee ; 
Q : , oe ‘ — | eer, s 71 oy “ 4 , : ie 
éedeta had iand sid ,gaiog acibeansl « ov -ytovifsh & "1G. 
- ee bedineset notistelosah dxogxs ne Tuo ssolem bial 


fod it yo 


* roore eS , Sie ry = 
YT orcod osvonitteD deters 


‘ <3 


ve 
Law 


} A : 
Hound yd +o tke Ete yd dtomgicia tol beay mot sree of a s 
, ; Ae 
anit owas ne lo ¢16q tighbened ed sedonor srienqida oft AS 


] uJ i 

- ay ae 
i me ‘ see i eh ie _* is Bihar ie aan Fie aX as re Le) bas a 
GU DAG ~_DeTOOASTIOS BL MOLPOTEL OS) STOGAS sstes2 az itay 


* j yy \ 
reg! Chea fs P = ~ 4 a oe % ry of 
SG eet ty ay by ert ad oP % tes 5 wit ES prt oh 5h an LOG &iG 
q 
Oe far bated ‘4 , i Hee wal , - oe in - ee ee | 1% 
DG @ teniv @evo StTiew Leet sng ~o7 LE D'oh) s2 nomtessd 


be ’ pcr i. 


-* eae ee or Pl) as ok er ee 7 tu. Es wae a <2 
53 gugoven Innmorts to Iasmiteaqsed? miclbsameld ond rid iw path " i 


i | , On: ‘=. 


~~ 2 i ow © , eh owe F ine so ta oe gt a Oe ae " ——— bs 
¥¢ bostefexs as teolinem sshay aoiteaivesh retuned add 


4 fa ds eee ok ee eee A ee Se ae Tee yo vey a es we 
sir{z Cree eS 4 2 aB + . Seer S | 4%) om uy if 4 * Sf} oe a oe ‘ -* eS - § t © eZ 
‘ers > a Ar b+ ® 2a Ss ay > rg ee ¢ m3 ad i i> te - 4 + ¢ Aris *. mote” Fe 6 , 
o eer Kae DLE UO DA Stk wth th Tor’ mae Sau i ay arto aul Feige 
‘ > ith 4 ¢ * or s aa 
a? « a? t cer a + or om ro ees! Ro Te aig fe A oe ey oe +* ‘a ow tt Te 
= rae Bans vt is J i2C+e. | oO 4 Loy eur pa ao ht ame ME RAY od ARSE 2p) c | ave US 


ae 


Se cottosgsar aaotsuvd of Footdua sisidev totem xd obs red 


to : 
‘ am contre sem Pree oe kthionme ate. oa we i 5 
| he Bd © Io Gaicg se Ivnort me roens. aig ¥ ESLFsH 10 FS SOE ro 


‘ a th aweol). #6 €s, ti.AS om va ae, ee in! Ge oie oh a P 45 4 
EG es =e Bie? Gee 4 Le 928 se gS Cow aes Os Op Br he a 4g or 1 i pe BETO Sc. & - 
‘ 


; ale De ‘ =—— ‘ ~ es ay mis | Oe i De 4 oS - : 
PIG ,TOLE LOT bridoss .o . oe ew * S.Dty 2h EPe gM Be ou 
» > 2 eee a ~ n r at r a = 4 
moaltoge. yw BmMIOveii.) 8h Teh me VS SPL 4 i+ ans ® Pre ige ts 


¥ ® 8 ies : 
irae er Beco x eho we & aadevoren? ee as | eka we eo ea am * Furr ceri s 
$Secilueag asogeprs tol tsekorcss fF Yd Devote) 64 Ss leeicion 


Met beovborsy od dev esatoest wstqott .feiselon natty bag 
: 


welhe "ef Ya s epee « trl ay bets. rots oa t ‘Baiks BHO Ba SOG. eg 
= 


sian , doctors sathencd sodmeedie oft. Erie sielettio aeotecd 
a row 

Eve nud sets “to horcOen: out RANGER 2 rik 6 ve 
oad. neokantl ¢ ut DBO BER eo ke wit be say 


vaboe fore cexbew bedsores Mange. 
ee Pe ‘a 


a 


13855 - 


Departmental Form E65. The broker pays the duty, which he 
subsequently collects from the Canadian consignee. upon 
completion of these details the goods may then proceed to an 
inland point for delivery by truck. 

In many cases a United States exporter fails to provide 
invoices in the proper form as well as power of attorney to 
the Customs Broker. In such cases the goods are held by the 
trucker awaiting proper documentation. The trucker is un- 
able to deposit the goods on Canadian soil pending the arrival 
of the papers by reason of Customs Warehouse Regulations 
issued by the Customs Division of the Department of National 
Revenue described as Series D. No. 130, dated March 1, 1946, 
There is no authority for the storage of imported goods moved 
by highway and consequently there is a congestion of highway 
vehicles at Canadian ports of entry, if the United States 
exporter has not for some reason or other completed the 
proper invoices in the proper form. 

It is also of interest to note that a Canadian con- 
signee is not present when the goods ere classified. That 
is done through the Customs Broker and if he wishes to 
personally supervise the Customs classification and avoid 
any dispute he must travel himself from his place of business 
to the port of entry if the goods are coming in by truck. 

I think, Mr. Chairman, that is all the information 
I have on the point and I think it perhaps illustrates the 
difference between the movements of goods by the two methods. 
If the United States exporter has completed his invoices 
and everything exactly correctly and if he has appointed 
the Customs Broker under seal as required, then the only 
requirement is that they must remove the goods from the 
truck, inspect them, classify them, charge the duty, put 


them back on and they can proceed forward. I am not attemptin 
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to suggest that in all cases the goods sre held up for any 
length of time but the fact is at certain times end under 
certain conditions there is a very severe congestion of these 
vehicles at border points. 

THE CHAIRMAN: Well, shall we get on with the Canadian 


Pacific case? 


— etme 


MR. C.E, JEFFERSON, CALLED 
EXAMINED BY MR. CARSON 


Q. Mr. Jefferson, in the first instance, I want to 
put before the Commission a brief review of your biography. 
You commenced your railway service with the Canadian Pacific 
Despatch in Boston Massachusetts, where you were the office 
boy from September 10, 1906 to November 15, 1911, and then, 
during that period, you were also Bill of Lading Clerk, 
Tracing Clerk and had to do with the publication of tariffs 
and division sheets and then you were attached to the Joint 
Tariff Bureau of the Boston & Maine, the Maine Central, and 
the New York, New Haven and Hartford Railroad November 15, 1911 
to Merch 13, 1913. You have been with the Cansdian Pacific 
Railway since March 17, 1913, and your first position with that 
Company was es Percentage Clerk in the Tariff Bureau at 
Montreal from March 17, 1913, to December 15, 1915, and then 
you became Assistant General Freight Agent at Montreal from 
December 15, 1915, to June 16, 1921. You became Acting Chief 
Freight Agent at Montreal on June 16, 1921, and held that 
post until December 1, 1922. Then you became General Freight 
Agent at Winnipeg Manitoba, a post you held from January 1, 
1922, to July 1, 1927, and then you were promoted the Assistant 


Freight Traffic Manager with headquarters at Winnipeg and you 
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remainedcan Thseticepacityofromi July ag 1927, to, June, d,41930. 
You were then appointed F:reight Traffic Manager, at Montresl, 
a post you held from June 1, 1930, to March 1, 1948. You 
then became General Traffic Manager, at Montreal, a post you 
have occupied from March 1, 1948 and then I see by an 
announcement in the Montreal Gazette of this week that you 
have been appointed Vice President of Traffic, thst appoint- 
ment to become effective January 1, 1950, and may I just 

say that thst is an announcement that those of us who have 
been closely associated with you on the railway side for 

the last several years have recieved with grest pleasure. 

A. Thank you very much. 

MR. FRAWLEY: My lord, and members of the Commission, 
it was with 9 great deal of personal pleasure that I read 
in this morning's paper, that my old friend, Mr. Jefferson, 
had been’ made Vice: President of Traffic for the Canadian 
Pacific Railway. Mr. Jefferson spent some of, hts service 
in Western Canada, and those of us who had business to do 
with him got to like him very much. It certainly is an 
honour to Mr, Jefferson, to be named Vice President of the 
Cencdian Pacific, but Lo certeainly is, my wy opanion, (en 
honour to the Canadian Pacific, that it should have as 
Vice President of Traffic, Mr. Jefferson, and speaking for 
myself, and for my colleagues of the provinces, we wish 
Mr. Jefferson long years of pleasurable occupation as a 
Vice President of the great railroad, the Canadian Pacific. 

MR. O'DONNELL: Wt has already been my pleasure, 

Mr. Chairman, to extend my congrat lations to Mr. Jefferson 
personally. We all like Mr. Jefferson very much and admire 
him greatly. 

THE CHAIRMAN: Well, we a11 seem very pleased with 


this appointment. 
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THE WITNESS: I would like, if I may, Mr. Chairman 
and Commissioners, to thank everyone for their generous 
and sincere congratulations on my change in position, and I 
have hed very pleasant relations with a lot of the counsel 
here and others in the room who assist counsel for the rail- 
wey side and the provinces! side, and we have enjoyed our 
association very much, 

MR. CARSON: Now, as an int?Poduction to your evidence 
Mrs werrerson, IWant to réad Tirst, or invite the stvtention 
of the Commission and yourself to page 36 of the Canadian 
Focr. aC supmiss10n, Fantel. cand). wourd) dike vo read poard- 
graphs 33 and 34 of the outline submission. 

"32,( Cenedian!Pacificibelleves that the 
present system of establishing and controlling 
freight rates tends to produce transportation charges 
which encourage the development of Canada along sound 
economic lines, and compensate for geographic dis- 
advantages as far as it would be safe to endeavour 
to sccomplish this by means of the freight rate struc- 


Gives” 


(Page 13860 follows) 
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"34, The impression prevails in many quarters 
the the people of Canada are at a disadvantage 
in respect of transportation charges as compared 
with those in the United States, and that, owing 


to the independent economic existence of this 


nation forcing -- as the statement is sometimes 
put -= trade into East and West Channels, while 
North and South movemnent would be normal, Canadian 
producers and consumers suffer from improperly 


high transportation charges. In the first place, 
the great volume of internal trade in the United 


States moves East and West as in Canada, and 
over similar distances. In the second place, the 
present freight rate system of Canada provides, 


for the great bulk of the movement of goods, freight 
rates which are lower, not higher, than those 


charged in the United States for similar movements 
Over similar distances. The economic union of 
Canada with the United States, bringing with it 

a freight rate system in this country such as now 
exists in the United States, would greatly increase, 
not decrease, the burden of transportation 

charges on the producers and consumers of Canada 
and the bulk of the traffic would continue to move 
as long distances as at present." 


And then, two sentences on the next page, which 
serve to introduce the first question I will put to 
On page 37 the statement is made: 


"Canadian Pacific submits that Canadian railways 
have gone as far as would be desirable in the 
direction of providing low transportation rates. 


If they have erred at all, they have done so in 
the direction of making many transportation 
charges lower than was necessary for the economic 


development of Canada." 


Now then, Mr. Jefferson, have you in mind any 


commodities on which low rates were established in what 
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you consider to be in the best interests for the economic 
development of Canada, and which should, as the opportunity 
presents itself, have a rate more in keeping with the value 
of the service rendered, or rates more comparable with 

those paid by traffic of a somewhat similar nature? 

A 16851) I have in mind, as you mention, a few 
commodities which come within this sphere. 

OY Hirst? 

A. First, the rates on settlers'effects. Second, 
the rates on livestock, where the revenues or earnings 
are shown on Table 2 on page 133 of Part 11. The rates on 
coal from Alberta to Ontario, where we show examples of 
revenues on page 84 of the Appendix to Part 1. The rates 
on fuel wood, and rates on livestock for exhibitions. 

i Lec, ‘Then: in. the Driel. in the submission from 
pages 36 to 48 with which I am sure you are familiar, 
comparisons are made of the economic development of Canada 
and the United States as a whole and by contiguous regions. 
And on page 38 we find a section under the heading of 
"Canada"; and then on page 41, we find a heading 
"The Martime Provinces, compared with the Northern New 
England states Maine, New Hampshire and Vermont". 

And at page 42 we find another section headed "The Prairie 
Provinces, compared with the Spring Wheat States of the 
United States". And on page 44 we find a comparison of 
British Columbia with the State of Washington. What have 
you to say as to the comparison of these areas in relation 
to railway operating conditions and the level of rates? 

A. Well, it always seemed to me that railway operating 
conditions prevailing in the Northern part of the United 
States immediately south of the international border are 
fairly comparable with such conditions in Canada. 
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A. And with this thought in mind, it would not be 
unfair to make a comparison of rates charged by railways 
in the Northern part of the United States with the rates 
in Canada. 

Q, What railways have you in mind? 

A The railways south of the international boundary 
from the Atlantic to the Pacific whose rates could more 
properly be compared with those of the Canadian Railways 
are the Bangor & Aroostook Railroad in Maine; the 
Mein Central Railroad, in Maine; the New en Central 
System; the Great Northern Railway; and the Northern 
Pacific Railway. 

Qe ol think you felt if would be~heipiul to. The 
Commission and Srey if, at this stage you put before 
the Commission and counsel a map on which the places 
you are about to refer to could be seen. 

A 16sn 51 Panrnoughnt, that Jf wevdistributed & map, 
it would help in following my evidence better. 

THE CHAIRMAN: Is it to be an exhibit? 

MR. COVERT: Yes, Mr. Chairman. It will be Exhibit 


TALS, 


EXHIBIT 141 filed by MR.Carson Map of "Canadian Pacific 


Lines and connections 
with United States 
Railways” 
MR. CARSON: @. Now, Mr. Jefferson, we have heard 

a lot about the amount by which the freight rates to 

Maritime destinations exceed the rates to Montreal. Have 

you any information as to the amount by which the freight 

rates to New England destinations exceed the rates, let 

us say, to Boston? And I shall assume that the places 

you are going to refer to are shown on the oy Exhibit. 142. 


Aw Les vein. I prepared a short statement which 


I would like to file, showing the amount by which the first 
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and fifth class rates from Toronto, Windsor, and 
Winnipeg to St. John, New Brunswick, exceed such rates 
to Montreal as compared with the amount by which the 
Tags and -iailiescliass, rates, from Burtalo,; N.Y.; Detroit, 
Michigan, and Minneapolis, Minn., to ESET 
exceed such rates to Boston. 

Q And that statement, Mr. Chairman, will be filed 
as Exhibit 142. 


EXHIBIT 142 FILED by .r. Carson. "Statement showing 
Differences over Montreal 
In Class Rates between 
Points in Canada to and 
From the Maritime 
Provinces, as compared 
with Difference over 
Boston in Class Rates 
Between United States 
Points .to.sndei rom 
Destinations in New 
England." 


MR. CARSON: @. Now, what does this statement 


indicate, Mr. Jefferson, in & general way? 


(Page 13865 follows) 
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ne hie SoaLement Indicates,’ the differences in 
rates to Bangor, Maine, compared with those to Boston 
are greater than the differences in rates to Saint John 
compared with those to Montreal. 

Q. Is Boston a key point in the United States? 

AS, yes, -sivrr’ Ll mizny say wolle trarlic moving 
from Buffalo, Detroit and Minneapolis to Bangor might 
not travel through Boston, yet it would move through 
Boston rate territory, and Boston is a key point and 
Bangor, Maine, is also a key point in making rates be- 
tween the points that I have selected. 

Q. Perhaps you might tell the Commission, because 
I think it is fundamental to your statement, what is the 
distance from Boston, Massachusetts, to Bangor, Maine? 

A. The distance from Boston to Bangor is 251 miles. 

Q. Compared with that what is the distance from 
Montreal to Saint John, New Brunswick? 

A’. The short line distance from’ Montreal to Saint 
John is 488 miles. I might take -- 

Q. Just a minute, Mr. Jefferson. When you speak 
about the short line, I want it to be clear on the record 
that that’s the ClP. Rk line from Montreal to Saint John? 

BA” THe (OV P.hs oine through Maine, yes, sir. 

Q. Now, what would you say about this statement now 
that we have, it before us? 

THE CHAIRMAN: How far was it from Boston to 
Bangor? 

MR. CARSON: 25l miles, Mr.\ Chairman, and Montreal 
to Sain John is 488 miles. 

Q. Yes, Mr. Jefferson? 
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is 42 cents over the rate to Montreal. 

Q. Pausing there, you are referring to the dif- 
ferences in class rates.) Ditakei it, first ‘and fifth 
class? 

Neomnac 1S right. 

Q. You get the 42 cents shown on the exhibit by 
taking the rate from Toronto to Montreal, which is $1.08, 
and the rate from Toronto to Saint John, New Brunswick, 
which is $1.50, and that is what you call the spread 
over Montreal, 42 cents? 

A Mahar Tsvrlenv.n sinner case OraBurt avo vo 
Bangor, Maine, the first-class rate is $2.95 while to 
Boston it is $2.29 and the spread over Boston is 
66 cents. 

Q. Although the distance is 251 miles from Boston 
to Bangor compared with 488 miles from Montreal to 
Saint John? 

AeG Wes), Bir.euthavi can beifoliowed right. across 
the statement under the heading "Eastbound" for the 
first and fifth class rates from Toronto, Windsor and 
Winnipeg to Saint John over Montreal with Buffalo, 
Detroit and Minneapolis to Bangor over Boston. 

Q.° In the case of the Canadian section of the 
exhibit you show three points of origin, Toronto, Windsor 
and Winnipeg? 

DETAY CSG) Sie. 

Q. And you take the rates to Montreal and to 
Saint John and then show the spread? 

ALnthacoisi rieat. 

Q. I think in every case in this upper section of 
the eastbound rates the spread over Boston is higher 
than the spread over Montreal with two exceptions, the 


fifth-class rate from Windsor and the fifth-class rate 
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from Winnipeg? 

A. Did you say from Windsor? 

Q. Yes, the fifth-class rate from Windsor and the 
fifth-class rate from Winnipeg; they are the only two 
exceptions? 

A. You mean Minneapolis, do you not? 

Q. I should have said comparing Windsor as a point 
OULOViSI IN Wet heDecroLG as! Bi poiny Of Ori ein. 

SO LScCee ves. (Sir. 

Q. Iwas pointing out the only two exceptions are 
in the case of the fifth-class rate, Windsor to Montreal, 
compared with Detroit, Michigan, to Bangor? 

VS Cereb mda x be ae 

Q. I should have said Windsor to Saint John 
compared with Detroit, Michigan, to Bangor? 

Abu theO s. Oat. 

Q.. The other one is from-Winnipee to Saint Jonn 
compared with Minneapolis to Bangor? 

PNPOMECAW ayer rene ita silted aye The lower half of the state- 
ment has reference to the westbound rates, using the 
same points for comparative purposes. In the case of 
the rates to Bangor compared with Boston there is no 
difference; the westbound is the same as the eastbound, 
put, the differences. by which Saint John is over 
Montreal westbound is very much less than on the east- 
bound. traffic, which is due. to the Maritime Freight 
Rates Act. 

Q. Could you perhaps illustrate that, Mr.Jefferson, 
by taking two figures that I see here in the upper 
section. I notice that from Winnipeg to Saint John the 
first-class rate is 31 cents -- the spread is 31 cents 
eastbound? 
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Q. Then when one is going west from Saint John 
to Winnipeg the spread is 16 cents? 

AS itis Only Lo cents, yes, sir. 

Qs fs unav ditference ali avtriourabie to) che 
working of the Maritime Freight Rates Act? 

Sheed, Oh Acie aru = Pep 

Q. Would you tell the Commission in what way and 
why? I should like you to tell the Commission in what 
way and why there is that difference? 

A. Well, one might ask why on westbound and east- 
bound as well, for that matter, that the amounts that 
Saint John is over Montreal in the case of Toronto and 
Windsor are higher than in the case of Winnipeg. That 
te due vo a Gililereny.se.,of arbitrarics added” tovune 
Montreal’ raves” in construction’ of through rates over 
westbound or eastbound. In 1922 the Board reduced the 
arbitraries over Montreal to and from western Canada, 
and in 1924 the railways voluntarily reduced the arbitraries 
on traffic to and from points in eastern Canada, but not 
to the same extent as was done in the #ase of western 
Canada. That was followed by the reduction in rates 
due to the passing of the Maritime Freight Rates Act, 
and in reducing the rates we. did not reduce the 
aroloraries 2O (per cen. What was done was that the 
reduction was based on 20 per cent of the proportion 
accruing east of Diamond Junction and Levis, determined 
on a mileage basis, that 1s, you determine the mileage 
east of Diamond Junction and the mileage west. 

Q. That is the mileage proportion you are speaking 
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to the spread of 31 cents as an illustration. You see 
in the case of Winnipeg eastbound, Winnipeg to Saint 
John, whe ispread is 13] :cents. 

Aver es5 as ire 

Q. And then below that the spread on westbound 
traffic from Saint John to Winnipeg is 16 cents? 

i Lea eerr. 

Q. And what I really wanted to know is if I am 
right in my assumption that the difference between those 
two is attributable to the operation of the Maritime 
Freight Rates Act? 

Aye Bnvuire iy, wes, isin. 

Qothen, Mr, Jefferson, af D may i--should) like to 
invite attention to page 45 of the Canadian Pacific sub- 
MLestOn, end) rH will read one paragraph from that page 
to introduce’ the: next questioning. > It ds a paragraph 
in thesmiddle of the page) reading: 

"Certainly, the economic history of Canada 
provides no support for any theory that either the 
general. levelvofy freight rates, or-the method by 
which they have been established and regulated in 
the past, have been responsible for inhibiting the 
normal development of the nation. In this con- 
nection, Canadian Pacific draws particular 
attention to the comparison of freight rates in 
Canada with those in the United States." 

Then there is part of a paragraph on page 46, towards 

the bottom of the page, which has reference to motor cars. 
I do not need to bother with the first. sentence. It is 
about two-thirds of the way down the page, and reads: 

"Freight rates on motor cars from Windsor to 

Prairie points are cheaper than those from Detroit 


to similar points, soutn of the border. | The. same 
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thing is true of agricultural machinery, and it 
is equally true of lumber, which moves from 
British Columbia to Central Canada more cheaply 
than does lumber from the United States Pacific 
coast to the industrial areas of the Eastern and 
Central United States." 

On page 47 there is one paragraph about eight lines 

down, reading: 

"In discussing this question with reference to 

Western Canada there are many references to the 
fact that Canadian railways pass through a wide 
unproductive area north of the Great Lakes. So 
they do, but the burden of overcoming this dis- 
advantage is no greater than if the alternative 
route through the United States south of the 
Great Lakes had. been used. That burden has not 
caused railway rates between Central and Western 
Canada to be as high as those on the more 
fortunately situated railway lines in the United 
States... shhis Us clear trom the tablevor raves 
ad. Dis, eo. Ofa the annend in." 

I would ask the Commission if they will be good enough 

to look at those pages of the appendix, and then I will 


ask you, Mr. Jefferson, to comment briefly on them. 


(Page 13873 follows) 
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Now, that page 52 is entitled "Statement of class rates 
between points in Canada as compared with class rates 
between points in the United States for comparable dis- 
tances." Now would you make whatever comment you would 
like to make to the Commission on these two pages, Mr. 
Jefferson, please? 

A. Well, I would like to refer to a few of the 
examples shown on pages 52 and 53 of the appendix. The 
first comparison I would like to mention is that of the 
rates from Winnipeg to Regina, for a distance of 357 miles, 
with the rates from Grand Forks, North Dakota, to Mankato, 
Minnesota, a distance of 383 miles. 

MR FRAWLEY: I note that the table is dated 
CAcraet OL October. 

MR CARSON: (I should explain that, Mr. Frawley. 

Q. Aethinied Janstriehtl inthis ») Mr. Jerferson,.thag 
these rate tables, because they were completed and had to 
get into our submission, do not include the effect of the 
8% increase, which did not become effective until--- 

Ren iiho Leth ome gover, 

Q. The llth of October, 1949. I intended to mention 
that, Mr. Frawley. 

MR SRAWLEMS) “AlVitherAmerican Increases are in 
the American rates, I take it. 

THE WITNESS: All the increases in the American 
rates are in the tables, but the 8% interim increase in the 
Canadian rates is not included, because we had to get our 
submissions out by the 1l@th of October, and we did not 
know when these statements were prepared what the interim 
increase was going to be. 

MR CARSON: Q. I think, speaking generally, one 
can find out what the rate would be by just applying 8%? 


A. The 8% table. 
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Q. The 8% table? 

A UVES ers 

Qa, Adi iens Nr iter fersons. 

LLAMA oUWIind be. ceen from the LTirst’ two lines of the 
exhibit that the rates from Winnipeg to Regina are in 
every case lower than from Grand Forks to Mankato. On 
first class traffic the rate from Winnipeg to Regina is 
152, and from Grand Forks to Mankato 216, while on fifth 
class traffic, which is generally carload traffic, is 
classified fifth class, the rate from Winnipeg to Regina 
is 68, and from Grand Forks to Mankato 80. Now, from 
Winnipeg to Calgary, for a distance of 823 miles, compared 
with Fargo, North Dakota, to Sidney, Nebraska, for 831 
miles, you find the same situation, that the rate--- 

Q®. | Thatiiste substantial difference? 

At. Thecrates (from Winnipeg ito Calgary are lower than 
Fargo to Sidney. 

Qs. Yes? 

A. Another example is Fort William to Winnipeg, 420 
miles, with St.Paul, Minnesota, to Pierre, South Dakota, 
408; Duluth, Minnesota, to Bismarck, North Dakota, 446 
miles. Now, comparisons used there show that the fifth 
class rate, Fort William to Winnipeg, 65¢, St.Paul to 
Pierre, 89¢, Duluth to Bismarck, 93¢. 

Q. And even if you applied the 8% increase to the 
65¢ you would get another 5 and a fraction cents? 

Aa situwouldsbe 7O¢gynyes, sir, Now, Fort William to 
Calgary, compared with St.Paul, Minnesota, to Dixon, Montana. 

Q. You are taking longer distances now to illustrate? 

A. Yes, sir. I should have mentioned the distance 
there. Fort William to Calgary, for a distance of 1242 
miles, with St.Paul, Minnesota, to Dixon, Montana, 1282 


miles, Duluth, Minnesota, to Bonnar, Montana, 1233 miles. 
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And you will find in every instance the rates from Fort 
William to Calgary are lower than the United States rates. 

Q. Is there anything on the next page that you 
would like to refer to? 

A. On the next page I wanted to mention two 
examples. Montreal to Regina, 1711 miles, with New York 
to Bismarck, North Dakota, 1715 miles, and Boston, 
Massachusetts, to Pierre, South Dakota, 1709 miles. Now, 
in that comparison you find the rates from Montreal to 
Regina are in every instance lower than the United States 
comparisons, but I might say that with the interim 8% 
increase the fifth class rate from Montreal to Regina 
would become a little higher than the United States com- 
parisons. It is shown there as 188; with the 8% in- 
crease it would be 203. 

Q. And would I be right, in the hasty survey I 
have made of these figures, in assuming that that is a 
rare exception? 

Aphelhatedservyedgusire. (One more Iswould tike,to 
mention: Montreal to Calgary, for a distance of 2221 
miles, with New York to Havre, Montana, 2194 miles, and 
Boston, Massachusetts, to Billings, Montana, 2204 miles. 
In every case the Montreal to Calgary rates are lower 
than the United States comparisons, and in that instance 
the fifth class rate from Montreal to Calgary with the 
8% interim increase would still be much lower than the 
United States rates shown. 

Q. Mr. Frawley has asked me something, Mr. Jeffer- 
son; I do not know whether you can help me on it. If you 
look back on page 52, he points to the illustration to 
which you had referred, the second one from the bottom, 
Fort William to Calgary, as compared with St.Paul to 


Dixon. 
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Rat Cay «iis 
Q@. And Duluth to Bonnar; and he points to the fifth 
class rate between St.Paul and Dixon, a distance of 1282 
miles, 
fatten, vols 
Qe ane’ Titth class rate is. 257, and he points outt that 
the distance from Duluth to Bonnar is 1233, but the rate is 
2/0, and he was just curious to know -- and I am too -- as to 
why the rate for the slightly shorter distance in the United 
states fifth class would be less? 
MR FRAWLEY: It runs through all the classes, I see. 
THE WITNESS: But it will be noted from this state- 
ment that the rates from Duluth to Bonnar for 1233 miles are 
in every instance higher than from St.Paul to Dixon for 1282 
miles. Now, I cannot answer the question why. It must be 
that the rates between those particular points are made in a 
different manner. They have different zones in western trunk 
Pine. vexrvrcory,. and sit depends “onthe mileage an cach zone 
as to how the rates are constructed. Now, it may be that 
there was a greater distance in the higher zone for the 
shorter distance than in the longer distance; I do not know. 
MR CARSON: Q. But, at any rate, these are the 
Faces tiav are “itt €frect? 
ie eLeG, Oils 
Q. And you have given the tariff references where they 
can warmoune® 
ne lia ie Fells 
Q. Then may I next invite attention to a paragraph on 
page 48, one sentence at the top of the page, where the 
Submission says: 
"A comparison of many freight rates in Canada 
which move large volumes of traffic, with freight rates 


in the United States on similar movements, will demon- 
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strate the lower level of rates applicable to 

Canadian shippers." 
And reference is made to the Appendix at pages 54 and 55. 
Perhaps if we turn those up, Mr. Jefferson, you may have 
some comments to make on those rates, which I take it are 
commodity rates, are they? 

Awe Yeo, ‘sir, they are *all?commodity rates. 

Q. All commodity rates? 


A. All the rates in this statement are commojity 


Qe. That is, in the statement at 547 

fase 5ivand “55: 

Q. And 55, yes. And again, this table was made up 
before you could take into account the 8% increase; is that 
right? 

hme Webby lam netvpositive that every, one of them 
is a commodity rate, because it may in some instance be a 
commodity rate compared with a class rate, but I think in 
the majority of instances they are commodity rates. 

Q. But again, this statement was made up before the 
8% increase became known or effective? 

A, That is right, yes, sir. Now, the first compari- 
son that I would like to mention is the rates on automobiles, 

Q. Passenger automobiles? 

A. Passenger automobiles, 

IQ Leyes? 

Nee srRom-Devrore “to Atbany, “New York, for S22 miles, 
the rate is $2.01. From Windsor to Montreal--- 

Q. We get that over in the second group? 

A. WES) seeond cotumrs “One ‘columi is, headed United 
States and the other Canada. From Windsor to Montreal, 559 
miles, the rate is $1.18. The distance from Windsor to 


Montreal is slightly greater than Detroit to Albany, but the 
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rate is lower. The second line, Detroit, Michigan, to 
Billings, Montana, 1498 miles, the rate is $5.28, while 
from Windsor, Ontario, to Winnipeg, for 1415 miles, the 
rate is $3.23. The next line, Detroit, Michigan, to Butte, 
Montana, 1724 miles, $6.01, with Windsor to Regina, 1771 
miles, $4.33. 

Q@. Then I notice, Mr. Jefferson, that in the case 
of each of these movements -- that is, United States and 
Canada, it is a minimum carload weight of 10,000 pounds? 

APOEYes RSD 

Q. Yes? 

A. Now, the next example I would like to mention is 
agricultural implements. Chicago to Billings, Montana, 
1231 miles, $2.16; Toronto to Winnipeg, 1208 miles, $1.00. 

Q. Toronto to Winnipeg is less than half? 

A. Less than half the rate from Chicago to Billings, 
yes, sir. Now, Chicago to Butte, Montana, 1457 miles, 
$2.81, with Toronto to Regina, 1564 miles, a little over 
100 miles further, $1.55. 

COMMISSIONER ANGUS: Q. Is that because the 
21% increase was suspended, or was it suspended on agri- 
cultural implements? 

MR CARSON: Mr, Spence, I think, knows more 
about than than any of us. 

MR EVANS: I perhaps could tell you about that 
a little bit. What happened was that the rate on agri- 
cultural implements was originally on the sixth class 
basis. In 1920 or thereabouts the rate was reduced by 
the railways at the request of the Government to a basis 
which would enable the eastern producers of agricultural 
implements to compete with the Chicago producers in 
western Canada. The recent case involved an attempt by 


the railways independently of the 21% increase to restore 
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the rate on agricultural implements to the original sixth 
class basis, and it was that Aeareraeion to.the..sixth 
class that was suspended by the Board and about which the 
argument took place recently. 

MR CARSON: .Q.° Then, Mr. Jefferson, what other 
examples do you wish to draw attention to? 

A. Well, I would like to mention the rates on 
potatoes from Houlton, Maine, to Buffalo, New York, 798 
miles, 91¢; Woodstock, New Brunswick, to Toronto, 777 
miles, 46¢. Presque Isle, Maine, to Altany, New York, 
580 miles, 75¢, and Woodstock, New Brunswick, to Brock- 


ville, Ontario, 594 miles, 38¢. 


(Page 13881 follows) 
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Q. Mr. Jefferson, am I right in my assumption that 
in the case of potatoes moving from Woodstock, New Brunswick, 
to Toronto, at 46¢, that reflects the advantage of the 
Maritime Freight Rates Act? 

A. Yes sir, Now I only mention one other example 
on the next page, page 55. 

Q. Were you through with everything on 54? 

Peet le Volks SOs) Vea ell. 

Q. Did you want to say anything about boots and 
shoes? I hed boots and shoes marked in my copy. It may be 
that I am interested in buying a few pair. 

A. The rates on lumber on the next | ge from Seattle, 
Washington, to Grand Forks, North Dakota, 1499 miles 86¢, 
Vancouver to Winnipeg, 1465 miles, 83¢; Seattle ,Washington, 
to Buffalo,New York 2655 miles $1.18, Vancouver to Toronto, 
2695 miles, $1.07; Seattle,Washington, to New York, 

3047 miles, $1.18, Vancouver to Montreal, 2878 miles, $1.09; 
Seattle to Boston,Massachusetts, 3130 miles, $1.18, Vancouver 
to Quebec, 2905 miles, $1.09. I might say thet applying 

the 8% interim increase all of the Vancouver rates show 

they would be the same or lower than the Seattle rates with 
the exception of the Vancouver to Winnipeg comparison which 
would be a little higher. 

MR. FRAWLEY: I do not know how far you are going 
into it, and there will be an opportunity of cross-examining, 
but I thought Mr. Jefferson might call attention to the 
very great difference in newsprint rate from International 
Falls to Wichita in Kansas & Kenora to Calgary. 

MR. CARSON: Mr. Frowley would like you to call atten- 
tion, Mr. Jefferson, to the newsprint item. Do you see 


paper and newsprint? 
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UW pee des ies 

Q. And, of course, he sees "Calgary" in there, and 
that makes him reminiscent sbout many things? 

Oe. Bean Bars 

Q. Have you anything to say about that particular 
commodity? 

A. In the case of newsprint paper on the previous 
page, page 54, from Millinocket Maine, to New York, 515 miles, 
57¢, Three Rivers, Quebec, to London, Ontario, 539 miles, 
50¢. The next line, the rate from International Falls, 
Minnesota, to Wichita, Kansas, 933 miles, is 85¢, and Kenora, 
Onterio, toyGalgary, 949 miles $1.17. 

Q. Have you anything to sayabout that, because I 
can see now why Mr. Frawley asked about it? 

A. Well, it is true that the rate from Kenora to 
Calgary is somewhat higher than from International Falls to 
Wichita Kansas. That is due to the necessity of making rates 
from Canada to the United States on newsprint paper that will 
enable the Canadian producer to reach the United States 
markets in competition with other sources of supply. 

COMMISSIONER INNIS: How much traffic would move in 
that direction? Would the newsprint come from the Pacific 
coast to the east? 

A. To Wichits, Kansas? The mills at Fort Willian, 
Port Arthur and Kenora, Internationsl Falls, and Pine Falls, 
supply newsprint into the Kansas market. 

Q. They would compete with newsprint from the Pacific 
coast mills? 

Ae Theyicompete: with miledeadni thenrkacivicncoast,, ves, 
aa 

Q. In Calgary? 

KX, iIn,.Caligary,| iI do not think there is, as a matter 
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of fact, any movement from Kenora to Calgary. I think the 
Calgery and Edmonton papers ere very largely obtaining their 
supplies of newsprint from Powell River. 

MR. FRAWLEY: Isn't there a movement from Pine Falls? 
I think the Edmonton Journal Editor told us that. 

A. Pine Falls is in Manitoba, a little north-east 
of Winnipeg - yes. 

MR. COVERT: Would you ask him, Mr. Carson, about the 
rates on butter from Elbow Lake? 

MR. CARSON: Mr. Covert would like to know about 
butter, the third item from the bottom on page 54? 

oe Coles. 

Q. Have you any comment to make about thst? Perhaps 
you can point out what the comperison is? 

A. in the case of butter, the comparison shown is 
one from Boston Massachusetts to Springfield,Messachusectts 
98 miles at 29¢ and from Montreal to Ottawa 117 miles at 
20d. 

Q.-) bu 18 the next one. Mr. Covert would, aike to: know 
sbout - Elbow Lake, Minn.? 

A. Elbow Leke to Superior,Wisconsin, 240 miles, 
65¢, from Alix ,Alberta to Drumheller,Alberta, 237 miles 
at 79¢. The only comment I can make on that is that we 
did not try and pick and choose every instance that would 
beoan our favour. Some of them ere not in our favour and 
the rates on butter in the Prairie Provinces are third 
class distributing basis, and 311 shipping and receiving 
points are treated alike unless there is other competition. 

MR. EVANS: There is an agreed charge on butter, is 
there not? 

A. Not for this movement, no sir. 


Q@. But there is in the west? 
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A. Yes, but not in the case of the movements shown 
one Exh pie, 

MR. CARSON: Well, that is all I had. to ask you 
about those pages unless there is anything more you wanted 
to comment on, Mr. Jefferson. 

Bee NO BLT. 

THE CHAIRMAN: We will take a few minutes off. 


aes RECESS 


MR. CARSON: Mr, Jefferson, just before I go to the 
next subject, Mr. Frawley has asked me to inquire of you 
about canned goods on page 54 of the Appendix, the last 
statement to which we were referring snd the last item on 
the page. If you would just refer to those rates in the 
first instance end the’ °"thet Mr. Frawley has in mind 
is whether canned goods actually move at those rates? 

A. From Rochester New York, to Aberdeen, South 
Dakota? 

Q@. Yes. 

A. And from Springfield, Mass., to Albany, New York? 

Q Yes. 

A. Those sre the lowest rates. The rates shown in 
this statement are the lowest rates on canned goods from and 
to the points shown. Now, there would be a movement of canned 
goods from Rochester, New York, to Aberdeen ,South Dakota, 
because there are canning plants et Rochester, New York. 

Q. And they would move on those rates? 

Ae Lees 

Q. Now, whet about the Canadian movement, Hamilton 
to Winnipeg? 


A. We know that canned goods move from Hamilton to 


Winnipeg at $1.38. 
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MR. FRAWLEY: There is no competitive rate between 
Rochester and Aberdeen? 

A. No sir, and if there were that would have been 
the rate we would have used. 

MR, CARSON: Does that meet your point, Mr. Frawley? 

MR. FRAWLEY: Yes, thanks very much. 

MR. CARSON: Now, Mr. Jefferson, I want to take you, 
if I may, to the subject of the Maritimes Freight Rates Act, 
end to introduce your evidence on that subject, I would like 
to read the outline submission 35 on page 48 of the Canadian 
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At page 48 of Part 1, I read: 
"Canadian Pacific is opposed to the extension to 
other parts of Canada of legislation in the pattern 
of the Maritime Freight Rates Act. Such 
legislation imposes rigidities upon the freight 
rates structure which, in the submission of the 
Canadian Pacific, can lead only to sectional 
strife and to litigation. Canadian Pacific does 
not propose the repeal of the Maritime Freight 
Rates Act but it does suggest that it would be 
unfortunate to adopt the principle of that Act 
as a solution to the soecalled geographical 
disadvantages which are alleged to exist in 
certain parts of Canada." 
Now I would like you to tell the Commission, in the 
first instance,to what traffic that Act applies? 
A. The Maritime Freight Rates Act applies to 
traflicymoving: 
(a) Within the preferred territory, that is, in the 
Province of Quebec, Diamond Junction, Levis, 
Ae East of the Maritime Provinces. 
Q Yea. That is traffic moving within: that 
preferred territory? 
A Yes. 
Q. What is next? 
Ry 
(b) All Westbound traffic from points in the area 
mentioned in (a) to points in Canada west of 
Diamond Junction and Levis. 
Qewa tes; 
A. And 
(c) From points in the preferred territory to 
ocean ports in the preferred territory for 


destination overseas. 
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Q. Yes. Now you have described the traffic 
tO which that Act applies,’ and it is”only°to that 
Tratcic ao tthe present tine. 

fe vetuet, deerient: 

Q Now would you be good enough to tell the 
Commission to what traffic the Act does not apply, by 
Wey C1 (cOnvrasur 

A. The Act does not apply; 

(a) On import shipments from overseas to destinations 
in the preferred territory. 

Q. Yes: 

A. 

(b) From points in Canada West of Diamond Junction 
and Levis to destinations in the preferred 


territory. 


A. And 
(c) On shipments from the preferred territory to 
destinations in the United States, or in the 
reverse direction. 

Q Yes. Now, in the submissions of the Maritime 
Provinces and the Transportation Commission of the 
Maritime Board of Trade there are, I believe, some 
suggestions with respect to the extension of the 
application of the Maritime Freight Rates Act. So would 
you explain to the Commission your understanding of what 
those suggestions are? 

A. My understanding of the suggestions made is 
that there does not seem to be uniformity in the claims 
put forward in the various briefs presented by the 
Maritime Provinces and by the Maritime Board of Trade. 

Q Would you give an example of what you mean? 


A. At page 3298 of the transcript the Province of 
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Nova Scotia urges that there should be a reduction in the 
freight rates on goods, materials, and commodities, to 

be processed in Nova Bre PLA, or to be used in the 
manufacture of products there shipped into Nova Scotia 
from points outside the select teritory. 

Q Yes. 

A. And on the other hand, the Province of New 
Brunswick at page 3927 of the transcript submitted that 
such reductions in the standard rates should be applicable 
on goods manufactured in Central Canada and shipped into 
the Province of New Brunswick, especially on goods which 
are tariff protected and where there is no competitive 
industry in the Maritime PYovinces. 

Q Then what have you to say about those two 
contentions? 

A. It would appear that there is uniformity in these 
submissions to the extent that they would apply on some 
Eestbound commodities, but there may be differences between 
the two as to what commodities are to be given the 
benefit of the Meritime reductions. 

Q. Yes. 

A That is, Nova Scotia indicates that a reduction 
should apply on commodities moving to the Maritimes for 
processing, whereas New Brunswick He to want the 
reduction on commodities manufactured in Central Canada, 
which are not produced in the Maritimes. 

Q. What other requests have you found in these 
submissions? 

A. It has been suggested by Nova Scotia at pages 
3297 and 3298 of the transcript that preference should be 
extended to apply to the whole movement from the Maritime 
Provinces even as far West as Vancouver, and not merely 


to the mileage proportion East of Diamond Junction or Levis. 
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Yes. 

A. On the other hand, the Maritime Board of Trade 
expressed the view at page 3860 of the transcript that 
the Maritime preference on Westbound movements should be 
extended so as to apply to the entire rate only as far 
west as Toronto and other Ontario points. 

Q. Yes. Is there anything else? 

A There is @ suggestion at page 3297 of the 
transcript that the Maritime preference of 20% should be 
increased. 

Q. Yes. Now would you give the Commission your 
comments on the suggestion of applying the Maritime 
preference to certain Eastbound commodities? 

A” ©in wMNy opinion’ the’ principal’ objection to a1] of 
the proposals for extension of the Maritime Freight Rates 
Act is that it would be unfair to extend the advantages 
of the Maritime Freight Rates Act without considering 
similar conéessions to other parts of Canada. 

Oo. Wes. 

A. In the result, therefore, the principal objectien 
is to the advantage of the subsidies in favour of the 
Meritimes as against other parts of Cenada. 

Q pig cine 

A, However, with regard specificially to the applicatio 
to Eastbound traffic, it would, in my opinion, never be 
possible to settle the commodities to which the preference 
should be extended. 

Q What have you in mind there? Can you give an 
witustration ‘of that? 

A. For example While there might be a stove 
manufacturing industry in the Maritimes today, drawing its 
raw materials from other parts of Céenada, to which a 


preference would apply, next year some other industry might 
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be set up which does not now exist in the Maritimes, and 
&@ new commodity, or commodities, would have to be added 
to the preferred list. 

Gi Yes) 

A. In this way there would be no finality from 
year to year as to what commodities were to be given the 
Maritime preference. 

Q. Yes. Have you any other views about it? 


A. Moreover, the application of the preference to 


commodities for processing in the Maritimes would discrimin- 


ate heavily against the producers of goods manufactured 
from the same commodities in other parts of Canada, which 
now are shipping to the Maritime provinces, unless a 
Similar preference were given to those goods; and in that 
event the purposes for which the preference is extended 

as to Eastbound traffic would be defeated, because outside 
producers would then be in a preferred position in the 
Maritime market. 

@. What about the application of the Act to 
manufactured products which are not now produced in the 
Meritimes? 

A. With regard to the application to manufactured 
products which are not now produced in the Maritimes, the 
extension of the Maritime preference to those goods would, 
in my opinion, be giving an additional subsidy to the 
consumers of those goods in the Maritimes. 

Ox 168. 

A. Canadian Pacific is of the Opinion that the 
extension of subsidies of this kind is not either desirable 
or necessary. 

Q@ What is your view about the extension of the 
Maritime preference an Wearpebnd traffic to take in the 


entire through rate, rather than to apply the preference 
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to the portion which is just east of Diamond Junction 
and Levis? 

A. That would, in my opinion, be objectionable both 
from the standpoint of increasing a subsidy, and from 
the standpoint that it would provide an unfair advantage 
in favour of the Maritimes as against other parts of 
Canada. Moreover, it would give rise to further claims 
from other parts of Canada for similar preferences. 

Q. What have you to say as to the suggestion to 
increase the amount of the Maritime preference, that is, 
above 20%? 

A. I think it is open to the same objection I have 
mentioned in regard to the other proposals. 

Q. Yes. 

A. Further, the recommendation of the Duncan 
Commission, at page 22 -- 

Q That is page 22 of the Duncan Report? 

AeihEnetrisoright. 

Q. Yes. 

A. Regarding freight rates was that the 20% 
reduction should be awalded so that the increases which had 
taken place in such rates in the Maritimes, between 1912 
and the time of the Report, in September 1926, in 
excess of the increases in other parts of Canada would be 
eliminated. 

Oyo, Les: 

A. The rates in the Maritimes today are still, at 
least, 20% below the rates in Central Canada on a mile for 
mile basis, with the exception of competitive rates. 

Q Now what have you to say as to the claim of the 
Maritimes that the rates given to them by this Maritime 
Freight Rates Act have been whittled away by the introduction 


of competitive rates in other parts of Canada? 
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A, The Maritime Freight Rates Act protects the 
Maritime Provinces by Section 8of-the Act which provides 
that no tariff shall be allowed by the Board of Transport 
Commissioners, which destroys or prejudicially affects 
the preference given to the Maritimes by the Act. 

Q Yes. 

A Thus it is a matter of the Maritimes being able 
to show that their preference under the Act is being 
prejudiced by competitive rates. In my opinion, unless 
they can show that they are being prejudiced by such 
rates, they ought not to have any benefit frem them. 

Q Why do you say that, MY. Jefferson? 

A I say this because where the rate is no lower 
than is necessary to meet competition in other parts of 
Canada, the shippers in such parts of Canada can avail 
themselves of the services of competitive forms of 
transportation which give rise to the competitive rate; 
and whether or not the railways meet that competition will 
have no effect whatever on the Maritime preference under 


the fc bh: 


(Page 13898 follows) 
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Q. Now, in your opinion would it appear practical 
to adopt the suggestion made by the Maritimes to apply 
the provisions of this statute to international traffic? 

As  *NO»y. “Slr: i 

Q. Why? 

A. To apply the provisions of the Act to inter- 
national traffic, that is to traffic from the preferred 
territory to destinations in the United States or the 
reverse direction, would present obstacles which could 
not satisfactorily be overcome. 

Q. Why do you say that? 

A. My reason for making this statement is that 
our Board of Transport Commissioners understands the 
relation of rates published in conformity with the 
provis fone or the Actmito. other ryaves.! | ine: hiterstave 
Commerce Commission and the railroads in the United 
States would not understand the reason for difference 
in treatnent invrates: to and from pointsidim the ypre- 
ferred territory, with rates from and to points out- 
Side orf the ‘preferred territory.) The ‘app Picaticonvor 
the Act to international traffic would present a 
situation which, in my opinion, neither the Interstate 
Commerce Commission nor the railroads in the United 
States could accept. 

Q. Then I want to read one paragraph from page 50 

of Part. Tor the Canadian Pacific submission: 

THE CHAIRMAN: Is that on another subject? 

MR. CARSON: It is still on the Maritime Freight 
Rates Act, but it introduces a little different line or 
questioning on this subject. 

THE CHAIRMAN: Before you leave the Maritime 
Freight Rates, Act, I should like to ask you to tell me 


what you mean by the word "rigidities" in your outline 
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submission, paragraph 35. You eomplain of rigidities 
which you allege, amongst other things, lead to 
litigation. Perhaps you have cleared it up previously. 

MR. EVANS: That is really a legal eonnotation, 
a legal argument. 

THE CHAIRMAN: _I thought perhaps you meant the 
restriction of section 8 of the Maritime Freight Rates 
Act. 

MR. EVANS: I think what we had in mind there 
was the legal complications that you get into. For 
example, just offhand the first thing that strikes me 
is thehargument) putcupchysMrs Burchiiddhewhovappeared) in 
the 21 per cent case for the Maritimes to the effect 
that section 2(c) of the Act, which provides that you 
may change rates to meet changing business conditions, 
can only -- 

THE CHAIRMAN: What section? 

MR. EVANS: 3(2)(c). He said those changes 
would always have to be downward and that you could not 
raise them upward. The only way you can raise them 
upward was under 3(2)(b), which in turn depended on 
the change in cost of transportation in Canada, and 
business conditions having changed you could lower them 
under 3(2)(c), but you could not restore those rates 
when business conditions required an individual rate 
to be changed. It was rigidities of that kind from a 
legal standpoint that the brief really has in mind. 

Me. Jefferson may have other ideas. 

THE CHAIRMAN: All right. 

MR. CARSON: Q. At page 50, Mr. Jefferson, I 
Should like to read the second full paragraph on that 
page. 
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with each other, and if the goods which A ships 

to B receive a subsidy in respect of transportation, 

to the advantage of economic development in area A, 

mnen every, arcument. will exist. .for there being 

Similar treatment applied to the shipment of goods 

from area .B to area A. In such cirdumstanées all 

that would occur would be a subsidy from the tax- 
payers of the two areas, as well as all taxpayers 
of Canada, to the transportation of goods between 
the two areas -- creating the unfavourable effect 

Of all ceneral subsidies on.transportation, in 

the direction of causing unnecessary use of this 

service, and thus imposing an unfortunate burdén 

of wasted effort on the economy as a whole." 
Can you give an example to the Commission of what that 
pasdage of the bricf has: in mind? 

A. Let us take a consuming point such as Levis, 
Quebec, a point within the preferred territory, and on 
Une western boundary of such territory... A shipper of 
boots and shoes at Fredericton, New Brunswick, shipping 
to Levis, Quebec, receives the benefit of the Act, while 
a shipper at Montreal or some other point outside of 
the preferred territory, would not. Should shippers 
Ouceide of the prererred territory demand and receive 
Similar treatment to that accorded to the shippers 
within the preferred territory, there would evolve that 
vicious: circle with benefit to no one but expense to 
the taxpayers. 

Q. You have read the statements in the Canadian 
Pacific submission respecting the so-called potato 
pase? 

a. Neha sale, 


Q. And the contention of the Maritime Provinces 
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that where competitive rates may be established, for 
example, in Ontario and Quebec, such rates should be 
extended to the shippers of similar products from 
points in the Maritime Provinces. Have you any views 
to express, and can you give the Commission some other 
example that illustrates what you have in mind? 

A. I might mention that washing machines may be 
shipped to Toronto from either Amherst, Nova Scotia, 
Or Fergus, Ontario. There are competitive rates from 
Fergus to Toronto while from Amherst to Toronto 
shipments move at class rates. Shipments may move 
from Fergus to Toronto by rail or truck. From Amherst 
to Toronto the movement would undoubtedly be by rail. 
in CHe Movement Cr toivs tratric from Fereus. to Toronto 
by truck at truck rates, or by rail at truck com- 
petitive rates, the shipper does not obtain from the 
railway something which could not be obtained from the 
trucker. Had the railways not met the competition in 
whole or In part, the position of the Maritime shippers 
would not have been changed. There would have been 


only one result, namely, the railways would have lost 


the business. In the circumstances no one can reasonably 


suggest that the shipper at Amherst should have his 
rates to Toronto reduced because of the necessity for 
truck competitive rates from Fergus, or that he has in 
any way been prejudicially affected by the competitive 
rates of the railways from Fergus which were not of 
their making. 

Q. What would be your opinion as to what might 
happen if the competitive rate had to be extended to 
shipments from Amherst to Toronto? 

A. In that case the railways might not be able 


to afford to meet the competition,and the result would 
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be that neither Amherst nor Fergus would have the 

a rail rate competitive with the trucks. In such a 
case Amherst would be in exactly the same position as 
before, and the railways would have lost the traffic. 

Q. That is, the railways would have lost the 
trarric from-reregus vo Toronto? 

As From Feraus:. 

Q@. That would not meet Mr. Frawley's point that 
to justify a competitive rate net revenues must be 
improved? 

tg TEL as fens oe calked gh ae 

Q. in carrying out the requirements of the 
Maritime Freight Rates Act is there any expense involved 
on the part of the railway company? 

A. Well, there is no greater expense in the actual 
Prinving end, distrioution of tariffs in the territory 
where the Maritime Freight Rates Act is applicable than 
occurs elsewhere. 

THE CHAIRMAN: In this evidence we have just 
been hearing, is it complained ty you that section 8 of 
the Act operates today so as to prevent you applying 


these competitive rates from Fergus to Toronto? 


MR. EVANS: No, sir, the Supreme Court held other- 
wise. 
THE CHAIRMAN: Pardon? 


MR. EVANS: The Supreme Court held otherwise. 


What the Supreme Court held in that case was that it was 
jon proof of prejudice that section 8 would be infringed 

so as to entitle the Maritimes to have this competitive 

rate disallowed by the Board. They have to show 

pre judice.. 


THE CHAIRMAN: The Board held in the case in 


question that there was no prejudice? 
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MR. EVANS:. Yes. They had. to prove prejudice. 
That was the Supreme Court. 

THE CHAIRMAN: I was going to say that under 
section 8 it is left to the discretion of the Board. The 
Board may find they were prejudiced. Lh, seems to me in 
the case being built up in this evidence of the rates 
between Fergus and Toronto, the company met the com- 
petition in order, to retain.a/ part of the traffic.for 
the railways, and it has been shown there would not be 
any prejudice because the washing machines are going to 
move anyhow from Fergus to Toronto at a lower rate, and 
if they were not moved by rail they would move by truck. 

MR. EVANS: Yes. 

THE CHAIRMAN: That is the kind of case that 
section 8 allows the Board to deal with. 

MR. EVANS: Yes, and unless they can prove 
prejudice -- 

THE CHAIRMAN: And they upheld the competitive 
rate. 

MR. EVANS: What the Maritimes are asking is 
something quite different... They.ask that, because of 
the difficulty of showing prejudice, they should now be 
excused from showing prejudice. 

THE CHAIRMAN: What is that case you have 
retervred Lov 

MR. O'DONNELL: It is 46 Canadian Railway Cases, 
page 161. 

MR. CARSON: That is the Supreme Court case. 

Q. I was asking you about the expense involved by 
the railway company in carrying out the requirements of 
the Maritime Freight Rates Act. Perhaps you would refer 
to that again. 


A. I mentioned there was no greater expense in the 
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actual printing and distribution of tariffs in the 
territory where the Maritime Freight Rates Act is 
applicable than occurs elsewhere. There is, however, 
considerable extra work involved in determining the 
proper rates applicable under the Act, obtaining the 


necessary authority from the Board of Transport Com- 


missioners to apply for reimbursement,: and in the 


accounting and collection of the reimbursement. While 

it is not possible to determine with any degree of 
accuracy what the additional expense amounts to per annun, 
nevertheless it does cause extra work and expense in the > 
traffic and accounting departments which has to be borne 
by the freight shippers of this country. 

Q. Then, what would be the effect of extending the 
principle of the Maritime Freight Rates Act to other 
rates? 

A. It would add additional work and expense to earn 
the same amount of revenue. 

Q. Now then, the next subject to which I want to 
cCurm, Mr. Jefierson, is the cost. of service princioie. 

Lo introduce the questions fF should like to pouc to you, 
IL propose to read from the outline submission, paragraphs 
36 to 40, at page 56 of the Canadian Pacific submission, 


Part wits Paragraph 36 reads as follows: 


(Page 13908 follows) 
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"36. Canadian Pacific submits that the prin- 
Ciples of rate-making at present laid down in the 
Railway Act and in the decisions of the Board of 
Transport Commissioners are sound and in the public 
interest and do not require any substantial amendment. 

"37. The regulation of rates under the Railway 
Act is intended to provide flexibility and freedom in 
the ability of railway companies to make rates subject 
only to proper protection against abuses. When the 
system outlined in the present Railway Act was first 
established, railways, subject only to competition from 
water carriers, had a substantial monopoly of ese 
portation. They provided a service which -:was so 
essential to the development of resources and industry 
in Canada as to make it necessary that the monopoly 
they held should not be exercised in such a way as to 
prejudicially taffecticthe different groups:.of shippers 
and the different geographical areas in which those 
shippers carried on business. It is hardly open to 
question that the railways have now lost the mono- 
polistic position which they then occupied. 

MSG%e Peis erie submission of Canadian Pacific any 
change in the system of rate-making now set forth in 
the Railway Act should be in the direction of affording 
greater flexibility and freedom to the railways than 
} during the period when they enjoyed substantial 
monopoly. 

"29. The principles of rate-making laid down in 
the Railway Act are relatively simple. It is provided 
that rates shall be just and reasonable. This means 
that they shall be just and reasonable to the railways 
as well as to the shipping public. 


"Tn order for rates to be just and reasonable to 
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the railways the revenue derived from the mass of 
rates for the movement of all the traffic must be 
sufficient to pay operating expenses and taxes and to 
provide a reasonable return on the capital invested in 
the railway enterprise. 

"In order for rates to be just and reasonable to 
the shipper the Railway Act provides the following 
protection: - 

"(a) It provides that rates shall not exceed 
the so-called maximum or standard tariffs which all 
railways are required to file and have approved by 
the Board of Transport Commissioners. These rates 
may not be increased without approval of the Board. 
The railways, however, are free so long as they do not 
exceed these maxima to make rates lower than the max- 
ima, designed to develop industry, to move the maximum 
amount of traffic and to meet competition. 

"(b) The Railway Act, in particular by Sections 
314 to 321 inclusive, provides adequate machinery for 
ensuring that all tolls shall always, under substan- 
tially similar circumstances and conditions, in respect 
of all traffic of the same description, and carried in 
or upon the like kind of cars or conveyances, passing 
over the same line or route, be charged equally to all 
persons and at the same rate, whether by weight, mile- 
age or otherwise. These sections together with the 
decisions of the Board over a period of many years, 
have provided and are continuing to provide the 
greatest possible protection against abuses and in 
ensuring that rates shall be just and reasonable to 
the shipper. 

""4QO, It is obvious, in the submission of the 


Canadian Pacific, that the cost of service principle 
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cannot be applied in the making of individual rates 
or scales of rates." 
Q. Now, I take it, Mr. Jefferson, that you support 
what is said in those submissions that I have read? 
AY EYES i .612, 

COMMISSIONER INNIS: Mr. Carson, I think a ques- 
tion was raised by Mr. Covert some time ago as to whether 
the same rates would apply in both directions on the same 
anewor.route. 

MR EVANS: Mr. Jefferson could answer that, I 
think. 

MR CARSON: Q. Dr. Innis has raised the ques- 
tion as to whether the same rates would apply in the same 
Oe ee 

COMMISSIONER INNIS: In different directions. 

MR CARSON: .Q...In different directions, yes,- on 
the same line or route? 

Hee let new reverse direction? 

MR EVANS: They are not always the ame. 

THE WITNESS: .Not always, no.. Generally speaking 
they are, but not always. 

COMMISSIONER INNIS: There are no decisions on 
that question? 

MR EVANS: I think as .a matter of law they can 
be, if the circumstances and conditions are similar. 

THE CHAIRMAN: The section is subject to those 
terms. 

MR EVANS: Yes. 

THE CHAIRMAN: Can Mr. Jefferson throw any light 
on the question I have been propounding from time to time, 
as to what is meant by "the same line or route"? 

THE WITNESS: What section is that? 


THE CHAIRMAN: 314. 
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MR EVANS: You mean interpretation by the Board? 

THE CHAIRMAN: Well, it has been? 

MR EVANS: I have no doubt it has. 

MR FRAWLEY: I have several cases gathered, sir, 
that I had intended to bring at an appropriate time to 
your attention. 

MR CARSON: Q. Mr. Jefferson, could you help the 
Chairman about any views you have about this expression, 
“over the same line or route" -- that is, from your exper- 
fence? It is in this outline submission. 

THE CHAIRMAN: It is in section 314. 

MR CARSON: Itaomes from section 314, of course. 

THE WITNESS: Yes. 

MR CARSON: "Over the same line or route". Per- 
haps you want to take time to readthat to yourself, so 
that’ you get the sense of 10. 

THE CHAIRMAN: Perhaps Mr. Jefferson could tell 
us this afternoon. 

MR CARSON: Well, we will defer that until this 
afternoon, Mr. Jefferson; we won't bother you about it now. 

THE WITNESS: All right, sir. 

MR CARSON: Q@. Now, following what I have read, 
Mr. Jefferson, pages 58 to 63 of Part I of our submission 
contain some elaboration of those submissions with respect 
to the cost of service principle? 

A. More particularly to item 40. 

Q. Yes; but before I come to that, my attention was 
just called to an error that should be corrected on page 
52. 

MR EVANS: Yes, I have had my attention drawn to 
the fact that on page 52 a reference to a decision of -the 
Supreme Court which in the brief is stated to be 47 


Canadian Railway Cases should be 46. I thought perhaps 
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that should be corrected before we passed too far on, 

MR CARSON: It is about nine lines from the top 
of the page. 

THE CHAIRMAN: That is the decision on section 8? 

MR CARSON: Yes, my lord. 

THE CHAIRMAN: I have it correctly in the refer- 
ence you gave me earlier -- 46 C.R.C. 

MR CARSON: Q. Then, Mr. Jefferson, coming back 
in our thinking to the subject of cost of service prin- 
ciple and the submissions that we have referred to -- I 
have already read those outline submissions -- have you 
any comments to make on the subject Of “tnls "cost "Of 
SErViIce DPInvipse? 

Ae Yes, Sir, |r would Tikes Hewever, ir I may;) ‘te 
endeavour to translate into practical application that 
which has been expressed in more academic language. 

Oe ope trig, rermaps yOu Would cell Us" firetlar 
you consider the making of freight rates on a cost of 
Service principle is sound? 

AS Well, 20 “Ls™my “view that the cost of service 
principre Is-unsound; Tt "is “impracticable; it would deter 
the progress of this country as well as industry and the 
railways; it would be a backward step. 

Q. Can you give the Commission an example that would 
illustrate what you have in mind? 

A. The foundation of the railways! freight classifi- 
cation and commodity tariffs are the same, namely, they 
are founded on the value of service rather than the cost 
of service principle. Were lower value commodities 
charged their full share of the over-all cost of transport- 
ation, the rates on these commodities would not be radical- 
ly different from the rates on higher value commodities. 
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A. In such circumstances I am of the opinion that 
Such low value commodities would not move in the same 
volume and for the same distance as they do now. This 
would create a very serious disturbance in established 
industry in this country. Were higher or lower rates 
charged on the higher value commodities it might not affect 
the movement of such commodities to any appreciable extent. 
Further, it would seem to me that the adoption of the cost 
of service principle would, for example, so affect freight 
rates that lumber and shingles or apples would not continue 
to move in anything like the same volume from British 
Columbia to Winnipeg or Toronto or Montreal. This would 

‘not be good for Canada, British Columbia or the railways. 
Many other similar examples could be given. 

Q. Can you inform the Commission in a general way 
how you make rates -- let us say, for example, what are 
known as special commodity rates? 

A. Well, no one or simple answer could be given. I 
might, however, give one or two illustrations. The first 
illustration: Let us take a new industry such as a pulp 
and paper mill as may develop at a point at or near 
Edmonton. This industry will, in addition to pulpwood, 
bring in many other commodities to produce pulp and news- 
print paper. The industry will ship the pulp and paper 
products to markets in Canada and the United States. The 
first thing to determine is what the raw materials will 
consist of and from what sources they would be obtained. 
Next, to what points will the manufactured products, pulp 
and paper, be shipped? The next thing to determine is 
what rates are charged other similar industries on the same 
commodities for the same or similar movements. Care re- 
quires to be exercised in not entering preferential rates 


for the new industry which might be prejudicial to another 
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industry. With information before us as to the necessity 
for the rates. requested or the rates which we are prepared 
to make, we are then in a position to test the revenues 
which might be obtained from such traffic with the rail- 


way's statistical yardstick available. 


(Page 13915 follows) 
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As a second illustration, a new industry develops 
producing a commodity not heretofore produced in Canada- 

MR. FRAWLEY: That is as far as Mr. Jefferson is 
going with that new pulp rate to Edmonton? 

MR. CARSON: Yes. 

THE CHAIRMAN: I did not hear you, Mr. Frawley. 

MR. FRAWLEY: I just wondered if that was as far as 
Mr. Jefferson was going. He has now left the matter of 
the new pulp wood plant at Edmonton. 

MR. CARSON: He is explaining what considerations he 
would take into account sat arriving at a rate. 

A. You would not want me to give you the rates we 
ere quoting. 

The second illustration, a new industry devdops 
producing a commodity not heretofore produced in Canada. 
The railways are approached by the industry to determine 
what freight rates may be obtained to dispose of the products 
in the available markets. During the early negotiation it 
is necessary for the railways to develop the cheracteristics 
of the commodity to be shipped, the manner in which same will 
be shipped, its value, if it is reasonably heavy or light 
and bulky, average loading per car which is required to be 
considered from both a commercial and physical point of view 
location of available markets, rates from present sources 
of supply, selling prices of commodities at point of ship- 
ment or destination or both. With this information it is 
possible to negotiate or determine what rates may be necessary 
in the successful marketing of the commodity to be produced 
in the interests of the industry, the railways and the country. 
This procedure might be described as 3 practical working of the 
value of service principle. The rate will not, with rare 


exceptions be all the traffic will bear as is so often stated, 
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but could be properly said to be what the traffic will bear 
in the interests of the industry, the railways, and Canada. 

Q. You mentioned a little while ago that you were 
in a position to make statistical tests to determine if 
the revenues which you hed obtained from certain traffic 
movements could be considered satisfactory. Now could you 
explain to the Commission the nature of those tests, Mr. 
Jefferson? 

A. Well, here again the tests should not be too 
rigidly applied. In making such a test many factors 
are considered, among them being, first, revenue per ton 
per mile, second, revenue per car mile, thirdly, length 
of haul, fourthly,average loading per car, fifthly, revenue 
Denicar.., S1xthly, the direcrion. of jthe flow of tratric, 
seventh, the density of the traffic on the line over which 
the traffic has to move. In making special commodity rates, 
all these factors are required to be considered in compsarisor 
with the averages for the preceding year. This, of course, 
requires to be done with due regard to the actual distances 
of the movements involved with the regional or system 
averages for ell traffic. Naturally, 1f .1t. is; considered 
that industry needs some assistance in the marketing of its 
products, snd if the tests indicate that the revenue per ton 
mile and per car mile would be above average, it will prove 
to be in the interests of both the industry and the railways 
to establish the rate. 

Q. What do you do in a case where your tests show 
that the proposed rate is below the average per ton mile 
and per cer mile? | 

A. In such e case, a closer examination must be 
made by the railways to determine whether the rate proposed 


is likely to be compensatory. 
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Q@. And what would you do if the proposed rate is 
only slightly below the average in yield per ton mile and 
Der cor miley 

Cay (ad es VOM S18 eye a below, I give prime 
consideration to the length of Haul, 26, Of Courses thie 
Greater the length of haul the lower the ton mile revenue 
it would prove to be compensatory. 

Qe. What do you do if the proposed rate is materially 
below the average yield per ton mile and per’ cay Mile? 

A. Well, there are cases where we find a preponderance 
of empty car movement in certoin directions, end inesuch 
cases it would pay the reilway to take the traffic at the 
lower rate Since the cost of carrying it must necessarily 
in the circumstances be very low, 

Q. Are any other tests made in addition to those 
you have just been describing? 

A. Yes sir, Should there be need to accord an 
industry for the movement of 9 substantisl volume of CMatL Tae 
a special rate below that which might customarily be made 
from Point A to Point B and the revenues which might be 
obtained would not stand the tests which have been described, 
8 special study would be made with the assistance of the 
Department of Research to determine the emount of DLrOlLo, 
if any, in the proposed rate. This would only be done in 
instances where it would be considered some assistance is 
required to develop the industry or to keep some existing 
industry alive, and in granting some relief a situation would 
not be created which would be discriminatory or prejudicial 
to some other industry. 

Q. Now, I think that completes what I wanted to ask 
you about the cost of service principle, and the next 


Subject, my lord, is that of competitive rates which commences 
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- 13918 - Mr. Jefferson 


at page 70 of Part I of the Canadian Pecific Brief. 
THE CHAIRMAN: Well, I think we had better adjourn 


NOW. 


---The Commission adjourned st 12.55 p.m. until 2.45 p.m. 
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A LSOED 3, 


Thursday, December 15, 1949. 


AFTERNOON SESSION 


MR. O'DONNELL: May it please the Commission, 
just before the adjournment Dr. Innis inquired concerning 
rates on the same line in different directions, and I 
indicated that I thought that there were cases to the 
effect that the rates need not be the same. 

During the luncheon recess I have found the case 
of Dominion Sugar Company Limited, which was an applica- 
tion for the adjustment of rates on sugar beets in car- 
loads from Chatham and Wallaceburg, Ontario, so as to 
remove such discrimination in favour of Raymond, Alberta. 
The case is to be found reported in Volume VE VR OP Ce Rts 
page 561. 

At page 564 there is this short extract: 

"Even with regard to rates on the same line of 

railway, a difference in rates on different parts 
of the line does not necessarily constitute unjust 
discrimination and to carry the illustration further, 
there may be, without unjust discrimination, over 
the same portion of the same line, a difference in 
rates where the movements are in the opposite 
direction." 
That ruling was given in 1928. Then in 1931 the Board 
gave a Similar ruling in the case of Consumers Glass 
Company Limited v. Canadian Freight Association, which 
is to be found reported in Volume 38 Canadian Railway 
Cases at page 77. 

THE CHAIRMAN: What year was that? 

MR. O'DONNELL: 1931, my lord. The earlier one 
was in 1928. 
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"Rate comparisons based on distance alone, 

or comparison of rates constructed under different 

circumstances, or in different territories, have 

little probative value in determining the existence 
of discrimination which is unjust." 

And at page 104, this other case I referred to the 
Commission is again cited. 

COMMISSIONER INNIS: Thank you very much, Mr. O'Donnell. 

MR. EVANS: Following up what my friend has given 
to the Commission, your lordship asked me this morning 
whether the Board had made any decision on the interpretat- 
ion to be given to the words "on the same line or route". 

Before I pass to that, I would like to illustrate the 
point. Suppose I join my wrists with my left hand re- 
presenting a line of railway and my right also representing 
&@ line of railway. 

If the two lines of railway which I illustrate are 
Owned by the same company, then there would be discrimination 
if the only difference in circumstances and conditions was 
that the erred Vee Nea over the different, actual, 
physical lines of of railway. 

But if the one or other of the two lines which I 
illustrate were owned by a different company, then that 
would be an answer to a claim of unjust discrimination. 

THE CHAIRMAN: Yes. 

MR. EVANS: Now then, there are some litle 
variations in that which I want to draw attention to. 

But while the Board has not, so far as I have been able 
during the noon hour to find, used words which indicate 
clearly why that is their interpretation of those words, 

I suggest that the Commission might find that in the 

case of Canada West Coal Company, a case which is reported 


in Volume 27 Canadian Railway Cases at page 113 -- 
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THE CHAIRMAN: What year is that? 

MR. EVANS: That was in 1921. It was a case where 
they held -=- and I shall read from the headnote which is 
very short: 

"It is not unjust discrimination when two railway 

companies, operating to the same destination ---" 

That would be the case I illustrated, where my 
wrists joined at the destination, with two lines coming 
into that destination and which are operated by two 
different companies, if those two charge different tolls 
for the carriage of commodities. In this case it was coal. 

" e-=- even although the company having the 

shorter haul charges the higher toll." 

Now then, that is the rule under the first subsection 
of Section 314. 

That subsection, as the Commission will recall, is 
the subsection which provides for the equality of tolls 
save under the conditions which are mentioned there, in 
Which unjust discrimination can be proven. 

Now, with regard to subsection 5, we have a somewhat 
broader scope to this question. Under subsection 5 -- 
whieh Is. Mri ,Frawley is favourite subsection -= it deals 
with long and short haul discrimination. 

Now, under that subsection there can be no question 
but that the same line or route means the same line or 
route of the carrier involved. 

But the Board has gone a little further and has 
held in the case of Canadian Canners v. Pierre Marquette 
reported in 35 Canadian Railway Cases, at page 166; and 
this case is also referred to in Mr. Coyne's book at 
page 412, and this is Mr. Coyne's note: 

"The long and short haul provision of section 329 


subsection 3 applies to movementsover one line of 
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railway, movements over a route including more 

than one railway are governed by Section 314 

subsection 5." 

Now, that perhaps would point up the distinction 
between the word "line" and the word "route". So that 
under Section 314 subsection 5 that case would goom 
to have decided that if one or more railways are engaged 
in through movement, then the long and short haul 
provision would apply to the through rate; but where 
it involved a route on one or more railways, that 
VariatLon Ol -the matter Ts* worth pointing out’. 

iTHE CHATRMAN: I am glad you raised it again. A 
think it was raised before and I think Mr. Matheson 
wanted the Intercolonial Railway to be made a separate 
railway precisely to meet this situation which you showed 
us with your two hands, that if it is the same company 
which runs the two lines, then they cannot discriminate 
unjustly; whereas, if there are two different companies, 
then one company can do what it likes, regardless of 
what the other company does. 

I must say though, that my quory about those 
words "Passing over the 8ame line or route" rather had 
to do with the wider question: How much of your line was 
meant by them 

The other day I said: Does that mean your line all 
the way to Vancouver, or does it mean a shorter distance? 

MRS EVANS” In thet context P°thnink your lordship 
at that time -- I recall quite clearly -- was referring 
to -- or at aeet! I thought you had in mind this question 
of the discrimination to intermediate points, and that 
is one of the reasons why I drew to your lordship's 
attention the fact that they consider first from an 


intermediate point standpoint this long and short haul rule. 
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The line of the company between the point of origin 
and the point of ultimate destination passing through 
the intermediate point would also have extended to this: 
That if from A to B the traffic were to move over the 
line, let us say, of the Canadian National, and from 
B to C, the ultimate destination, over the line, let us 
say, of the Canadian Pacific,and if E were a point 
intermediate, the long and short haul rule would apply 
to that through route. 

THE CHAIRMAN: I understand all that. But what I 
had in mind was this, with no complication of another 
line, just the one railway-- here it is going east and 
west; when does it cease to be the same line or route? 

MR. EVANS: If it is owned by the company, the 
same company, that in substance is how the Board has 
viewed it, and certainly how the railways have viewed it. 

THE CHAIRMAN: If it runs to the whole extent of 
their line? 

MR. EVANS: Yes. 

THE CHAIRMAN: I understand Mr. Frawley says he has 
cases on the point. 

MR. FRAWLEY: Yes. I have two or three cases 
collected. 

THE CHAIRMAN: Is that the result of your inquiry. 

MR MERRAWLEY:RVNo,wi wouddanotaayose. I would 
rather put my cases together and discuss them with the 
Commission. But if Mr. Evans is answering your lordship 

on the expression "over the same line or route", 
before we get to the long and short haul section at all, 
the Tirst.: subsectionnof, Section 314,.if.that.means the 


Whole of the line -- 
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Then I simply put the question to him, if there is a 
class rate charged from Montreal to Ottawa of 10 cents 
and there is a class rate charged from Medicine Hat to 
Calgary,assuming it is roughly the same distance, of 
15 cents, is that discrimination or otherwise? 

MR. EVANS: of course the answer to that is quite 
obvious. The answer to that is that the words, "over the 
Same line or route" are only a part of the limitation in 
Subsection 1 of section 314, and of course there are 
other conditions to be satisfied. I was confining my 
explanation to the Commission to the meaning of the 
words ‘over the same line or route." Substantially 
Similar circumstances and conditions are there; the like 
kind of cars are there, and all the other qualifications 
that appear in the subsection. 

MR. FRAWLEY: Let us have the same kind of cars 
exactly; let us have exactly the same traffic and let us 
have exactly the same mileage, and it is the same line 
or), routel.)s Lt- is) thei main-idine: ofthe) Canadian Pacific 
Railway. My friend says that the difference in the rate 
is justified by those very important words, “under sub- 
stantially similar circumstances and conditions." That 
is why I say those words have got to go. 

MR. EVANS: We are not discussing those words. 

MR. FRAWLEY: My friend says we come right back 
to those words. He says there are other conditions and 
that is what justifies the difference between the 10 cents 
and the 15 cents, or whatever it should happen to be. My 
friend knows it is there. 

MR. EVANS: Of course I do; so do you. 

MR. FRAWLEY: That is why I have been down here 
in Ottawa for the last two or three years because I know 


they are there, and I have been trying to get rid of them. 
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THE CHAIRMAN: Let us dispose of it in this way. 
We will consider this as a preliminary skirmish. 

MR. EVANS: I was actually trying to answer the 
question. 

MR. FRAWLEY: It is not a facsimile of what you 
are going to hear. 

THE CHAIRMAN: I still want to hear more about 
the application of these words, "over the same line or 
route,’ as to the extent that you might break it up 
and say it is no longer the same line although it belongs 
to the same company. 

MR. EVANS: May I put it to you, because I think 
in this context it is important because we have a traffic 
witness on the stand -- 

THE CHAIRMAN: I intended to ask Mr. Jefferson. 

MR. EVANS: This is a legal question of inter- 
pretation: If there is no other difference than that 
the two lines are -- they are different lines of railway 
physically -- carrying traffic for competing producers 
in a common market, we quite concede that merely because 
we are operating two separate branch lines, one main and 
one branch line, we cannot charge a different rate for 
Similar mileage for the same goods except so far as 
cOMmpeTLCLON May  JUStiry 10; which is. local ‘to one) line 
and not to the other. I cannot put it any clearer than 
chau 

THE CHAIRMAN: Can you tell me now whether in 
your opinion that would apply equally to conditions along 
one line but running into different territory? Your line 
from Winnipeg to Vancouver is all one long line which you 
might say is broken up at Regina, Calgary, and so on. 

MR. EVANS: It certainly would apply to the 


intermediate point question. 
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THE CHAIRMAN: I am on the first subsection. I 
am looking for a definition of those words, "passing 
over the same line or route" in the first subsection. 

MR. EVANS: If you will give me an illustration, 

I want to be helpful. 

THE CHAIRMAN: I have given you the geographic 
illustration. 

MR. EVANS: You said would it apply to the same 
line from coast to coast. Let me put it this Way. you, 
If the traffic was moving from Montreal to Vancouver 
there can be no doubt that if we had another line of 
equal mileage over which we were carrying traffic from 
a producing area to the same market, we would have to give 
the same rate. Since there is no such, then the only 
points would be two, one, where the intermediate point 
question arises, and then I say it is the same line or 
route as is in question under subsection 5 with regard 
to any point intermediate to Montreal and Vancouver. 

The other aspect is that as between Montreal and Vancouver 
there may be a route via the Canadian National and a route 
via the Canadian Pacific. In that case the failure of the 
two railways to have the same rate would not constitute 
unjust discrimination. I am sorry I am so obtuse. 


THE CHAIRMAN: I am very sorry that does not 


dispose entirely of the question. Possibly I can simplify 
that even more. Let us go back again to your own line 

with no competition at all in sight, and you are running, 
we will say, from Winnipeg to Vancouver. If you were to 
charge a different rate after Calgary travelling westward 
than the one you charged before Calgary, would you have to 
justify it on the ground that substantially similar circun- 


stances and conditions did not exist in the two areas? 
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MR. EVANS: I would think so. The same line or 
PrOULE Wold not enter into that at all. 

THE CHAIRMAN: I am surprised to see that it has 
not been more closely defined in these decisions. 

MR. EVANS: I suggest the reason is we recognized 
from the very beginning the distinction which TI made, 
and we have always followed it. I fancy the very 
few cases that have arisen explain the fact that the 
Board itself and the shippers think that is the correct 
interpretation of the section. 

MR. FRAWLEY: The shippers. 

COMMISSIONER INNIS: Does the Board look beneath 
the interpretation of a line of riilway to the extent 
that it may belong to two different companies and yet 
one company was controlled by the other? 

MR. EVANS? I cannot say that I have seen 4 case 
of that kind, but it is quite clearly said in this case 
to which I referred, the Canada West Coal case, if the 
two different railways are operating -- that question of 
control, I may add, has been a question that has been 
occupying the courts in the United States. There have 
been a lov orrvartifielal statutory derini tions as’ to 
What constituces control, and it might be 2 difficult 
thing In a given case without a statutory definition of 
that to determine whether it might constitute control. 

COMMISSIONER INNIS: The problem has not arisen 
here? 

MR. EVANS: Not to my knowledge, because our 
leased lines are a part of our system, and we would 
never “areue “that point. 

MR. COVERT: Just before we start with 
Mr. Jefferson, I might add for the record that the same 


phraseology is used in the American statute. 
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THE CHAIRMAN: And has been interpreted there, 
I suppose. 

MR. O'DONNELL: That same case I cited of 
Dominion Sugar Company Limited is given as authority 
for holding a difference in rates on different parts of 
the same railway does not necessarily constitute unjust 
diserimination: That ts alsovbrourchtvout In -thete dase. 

THE CHAIRMAN: Does not? 

MR. O'DONNELL: Does not constitute unjust dis- 


crimination; 


MR. C. BE. JEFFERSON, recalled. 


EXAMINATION BY MR. CARSON (continued): 


Q. Mr. Jefferson, we were about to come to the 
Subject of competitive rates, and to introduce what you 
have to say on that I would ask you to read, if you will, 
paragraphs 46 to 51 of the outline submission on page 70 
OMe Mackewem te 

A. "46. Competitive rates are made for the sole 

purpose of obtaining traffic that otherwise would 

be lost to the railways. The level of a competitive 

rate is not set by the railway but by the com- 

petition. A railway has, and necessarily must have, 
the privilege and responsibility of deciding 
whether to establish a competitive rate or forego 
the revenue which could be derived from handling 

Ene coral Tag. 

47. As competitive rates are made with partic- 
ular regard to the traffic on which they are to 
apply, they cannot be applied as maxima to inter- 
mediate points where similar competition does not 


exist. 
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48. When a railway, by reducing a rate to 
meet competition, secures or retains some 
remunerative traffic that it would not otherwise 
handle, there is benefit. both to the shipping, public 
and to the railway. 

49. In such circumstances a community, in which 
the railway does not have to compete with other 
transportation agencies, does not suffer when the 
railway establishes competitive rates in 
another area. The lower level of transportation 
charges in the competitive area would be effective 
Chere, ever if. the wai lway had not. found. if 
necessary to, reduce, its. rates in order. to secure 
On. retain, tvat Pic... 

50;. .,An ,appLication, of .these. principles is found 
in, }branscontinental rates' ineffect between 
Eastern Canada and the Pacific Coast. These rates 
were established to enable the railways to secure 
traffic that would otherwise move by water carriers. 
These rates do not and should not apply to inter- 
mediate points, .although .in.all.cases..the ,rate to 
the intermediate point should not and does not in 
any case exceed the sum of the competitive rate 
tOouthe pointubeyond plus the rate on the meturn 
haul to the intermediate point. Competition forces 
raxceptionsutoy,che, long rand short ,haul principle of 
rate-making and this is duly recognized in 


Section 314(5) of the Railway Act. 


51. Canadian Pacific submits that the principles 
governing competitive rates as provided in the 
Railway Act are sound and no amendments are 


necessary or desirable." 
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Q. Mr. Jefferson, in view of the many allegations 
that have been made at the regional hearings and the 
Submissions that have been filed with the Commission as 
to the low competitive rates maintained by the railways 
in Ontario and Quebec, I should like to ask you to read 
a little more from the further submission at the bottom 
of page 70 to the end of page 73, and then I will ask 
you to discuss this briefly. As you know, these rates 
have been referred to as give-away rates and unremunera- 
tive rates and in other such terms. Would you continue 
now to read from the further submissions on page 70? 

A. Competitive rates are published to meet the 
competition of trucking companies, water lines, short 
line competition of other railways and market competition 
Such as the competition from the United States or 
European producers in the Canadian market. 

In a number of the submissions made to your 
Commission and in the discussions at the hearings, if 
is quite evident that there is an assumption that com- 
petitive rates in Eastern Canada and particularly the 
Provinces of Ontario and Quebec are unreasonably low 
and in some;cases, at least, do. not pay their out-or- 
pocket costs. It will be, of course, important to 
determine whether this is true or not. It would be 
impossible for any Commission or for any group of 
individuals to determine definitely that there are no 
such cases but it is quite possible, as will be shown 
in the course of this submission, ‘to arrive at a co- 
conclusion as to the large body of competitive rates. 
Canadian Pacific submits that, on the whole, competitive 


rates are on a compensatory basis. 
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In any consideration of the question as to whe- 
ther rates are compensatory, it is important to bear in 
mind the distinction between less than carload and carload 
rates. Traffic moving at carload rates is by far the 
larger in volume and produces by far the greater revenue 
as compared with less than carload traffic. This is true 
whether or not we are considering the matter of competitive 
rates. Less than carload traffic moves in much smaller 
Quantities. In fact, in the year 1948 the average loading 
of less than carload traffic was 4.78 tons as compared with 
approximately 36 tons for carload traffic. On the other 
hand, the average revenue per ton mile on less than carload 
traffic is more than four times the average revenue per ton 
Nee Onvcarload "trarr ic. 

Less than carload traffic is handled through 
freight sheds whereas carload traffic is usually loaded or 
unloaded on shippers' sidings or team tracks by the 
shippers and consignees. In the result, freight shed costs 
are always incurred by the railway in handling less than 
carload traffic and are very infrequently incurred in 
Nondlinge carlosad trarric, 

It thus becomes apparent that substantial costs 
are incurred in the handling of less than carload traffic 
as compared with carload traffic. It is no doubt for this 
reason, among others, that the same commodity carried in 
less than carload quantities takes a higher rating in the 
Classification. ° The probability Is, as will be later 
developed in this submission, that if any competitive rates 
can be considered as too low to meet putseet socket costs 
incurred by the railway they will be found in the competi- 
tive less than carload rates. 

There was evidence in the 21% Case given by Mr. 


Knowles that in the case of the Canadian National, compet- 
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itive traffic accounted for about 16% of the total revenue. 
There has been no information developed in detail as to the 
proportion of this 16% which is represented by less than 
carload business but it must be a relatively small propor- 
tiion,0f, 1t.. » Ttds. thus: clean, that. if, the Jess. than carload 
competitive rates prove in some cases to be nodnon-compensat- 
ory when measured in terms of out-of-pocket costs, they must 
imevdtably apply.to, tratfiic which is 4 very small proportion 
of. the total traffic. of the railways. 

It should be pointed out that generally speaking, 
the less than carload competitive rates are effective in 
those areas in which the movements are relatively heavy and 
the loading per car for less than carload traffic is .accord- 
ingly much higher in these areas than the system average of 
4.78 tons. This aspect of the matter will receive closer 
attention as the submission proceeds. 

As. Will be shown, less than carload traffic as a 
whole produces on the average revenue of only 21.4¢ per car 
mile,--- 

MR CARSON: Just a moment, Mr. Jefferson. Has the 
Commission's copy been corrected, changing that figure from 
LO EOu21 . 4? 

THE CHAIRMAN: No. 

MR CARSON: It is a correction that should be made. 

Q. Yes, Mr. Jefferson? 

A. ---but in many cases in the areas where competitive 
rates are to be found, the car mile earnings on less than 
carload traffic are found to equal and even exceed car mile 
earnings on some categories of carload traffic. 

The growth of motor truck competition was most 
marked in the period beginning about 1930. This coincided 
with the great depression which began in that year and 


lasted for approximately eight or nine years. During this 
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period not only was the cost of railway operation on a 
much lower level but the amount of traffic carried by the 
railways declined to an even greater extent. In the re- 
Sult, therefore, the railways had capacity which was to a 
large extent unused and at the same time Substantially 
lower wage and material costs. It was therefore inevitable 
that there should have grown up in that period a very large 
number of competitive rates. It should occasion no surprise 
that this centred to a larger extent in Eastern Canada than 
in Western Canada. This was due to the greater density of 
population, the greater volume of commodities susceptible 
to truck competition in Eastern Canada, the DrOXIMLty Of 
cities and towns in Eastern Canada to one another and the 
development of a network of surfaced highways as well as 
the presence of the great waterway provided by the Great 
Lakes and the canal system in Eastern Canada. 

When economic conditions changed and the war 
intervened, the railways were prevented from increasing 
their competitive rates by Order No. 92 of the Wartime 
Prices and Trade Board made pursuant to Orders-in-Council 
P.C. 8527 and P.C. 8528, dated November 1, 1941. By the 
time these Ore creeaeCo aon. came into effect only a few 
adjustments had been made in competitive rates to meet 
changing conditions. Order No. 92 remained in effect until 
September of 1947 and since that time substantial increases 
have been made in competitive rates in both Eastern and 
Western Canada as well as in the transcontinental rates. 
The process of adjusting these rates upwards in view of 
increased costs of operation, as well as the changing con- 
ditions in regard to competition dtselt; 18 continually 
going on. Apart from an increase in competitive rates of 
15% in addition to the general increase of 21%, there have, 


up to the present, been a number of other increases in 
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these rates and a number of them have been cancelled, 

Q. That is, a number of the competitive rates have 
been, cancelled? 

A. A number of the competitive rates have been can- 
eelled, yes, sir. 

COMMISSIONER INNIS: Q. Do those competitive 
rates assume that the competitors have had more or less 
equal increases in costs? 

Pe beer VOUreDarOUOu., eo drat 

MR CARSON: Q. Do those competitive rates assume 
that the other competitors have had more or less equal 
increases in costs -- where you have been putting them in, 
Dr nhs means: 

A. You mean. costs of operation? 
Qe, Les. 

COMMISSIONER INNIS: Q. That is to say, both 
competitors, or whatever competitors you have in mind, have 
all found their costs increasing? 

Ee) BLS, vol. 

Q. Therefore both increased their competitive rates? 

A. Yes, sir. I do not know to what extent the com- 
petitors have increased their rates, but I think a lot of 
the rates of other competitive agencies of transportation 
have increased their rates along with railway rates -- not 
always to the same extent. 

Q. Otherwise you could not have increased them? 

A. - Otherwise we could not increase ours. 

MR CARSON: Q. It was the increase in the costs 
of your competitors that made it possible for you to in- 
crease your competitive rates in a great many cases? 

wo Vee (S12. 
Q@: I am putting that as a general statement. 
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MR O'DONNELL: I had in mind what Mr. Magee 
said, you will remember, Dr. Innis; he said there was an 
interim period during which the trucks had increased 20% 
before the railways had obtained their increase. 

MR CARSON: Q. Then, Mr. Jefferson, we next 
come to a section of the submission headed "As to the 
compensatory character of carload competitive rates". I 
am not going to ask you to read just at this stage, but 
would you tell the Commission what you would like to refer 
to in the first instance? 

A. Well, I would like first to refer to the table at 
the bottom of page 74 of Part I, which summarizes the 
average haul, the average per car mile revenue, for traffic 
moving at truck and water competitive rates, shown on pages 
56 to 61 of the Appendix. It is interesting to note that 
the average haul for traffic handled at motor truck and 
water competitive rates in Eastern Canada is approximately 
the same as the average haul for all traffic in Eastern 
arena The statement shows that the average haul for the 
eastern region for the competitive rates is 293.9 miles, 
and for the eastern region 298.7 miles; whereas revenue 
per car mile for the competitive rates is nearly double 
revenue per car mile for all other traffic in Eastern 
Canada. 

Q. That is the 62.4¢ as compared with the 36.3? 

A. That is rignt.. The car mile revenue for (the com- 
petitive traffic in Western Canada is approximately two 
and a half times the car mile revenue for all traffic in 
Western Camada, but the average haul for the competitive 
traffic is 197.9 miles as compared with 434.9 ‘miles for 
the western region. 

Q. Now, Mr. Jefferson, would you be good enough to 


look at pages 56 to 61 of the Appendix; that is a state- 
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ment entitled "Statement of motor truck and/or water com- 
petitive rates and earnings for representative movements." 
Will you please explain and make Such comment as you 
think necessary on the data contained in that statement? 

A. These statements on pages 56 to 61 of the Appendix 
Show a number of representative carload movements at motor 
truck and water competitive rates in both Eastern and Western 
Canada. 

Q. Eastern Canada commences at page 56, and Western 


Canada at page 61? 


(Page 13946 follows) 
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A, That is right. As stated at page 74 of Part I, 
these movements were not selected with the idea of showing 
only rates which are compensatory. The examples were picked 
at random from the rate tariffs after which the other data 
Shown was obtained from the waybills. The everage weight 
is the average of the first ten cars shipped in 1948 except 
in a few cases where the average weight is for the total 
movement in 1948 where it amounted to less than ten cars. 

Q@. Are you referring now to the column entitled 
"Average Loading Weight"? 

A. Yes sir, the average loading weight is usually 
much greater than the minimum carload rate, and in showing 
the per car and per car mile earnings we wanted them to be 
as near the actual loading es possible. If this had been 
based on the minimum cer load rate, they would have been 
less. A review of the earnings per car mile and per ton 
mile covering the movements shown on pages 56 to 61 of the 
Appendix, clearly indicates that the car load competitive 
rates are in the main highly compensatory. The earnings 
shown for the movements on pages 56 to 60, that is the 
movements in Eastern Canada, certainly should Ses 
from the minds of anyone that the competitive/in Eastern 
Canada are give-away rates. The average revenue per car 
mile for the car load competitive movements in Eastern 
Canada is 62.4¢ as compared with 36.3 for all traffic. 

Q. You get thet 62.4 on page 60. I was just looking 
Por"’che- 36, +? 

me.” chev tres on page 74, 

ae Sean vou. 

A. And it ts also at the bottom of page 61 of the 
Appendix. The everagwe revenue per ton mile for all traffic 


in Eastern Canada is 1.27¢ and it will be noted that the 
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earnings per ton mile for the movements at these competitive 

rates is in most cases higher. The only instances where 

the earnings per ton mile at the competitive rates are lower 

than the average for all traffic are in certain movements of 

raw materials such as billets and pig iron where the earnings 
per car mile are compensatory in view of the heavy loading. 

I might refer there to the second item on page 56 
of the Appendix in connection with the movement of billets 
and blooms from Hamilton to Montreal. The ton mile earnings 
are 71¢, the car mile earnings are 40.5¢ because of the 
higher average loading weight of 113,900 pounds per car, 

Q.» Those are the two important figures. I see, just 
taking that one item as an illustration, you give the distance 
in miles as 384 miles,and the rate per hundred weight on 
the commodity $3,06,and then the minimum car load weight 
end the average loading weight,and then the earnings under 
three headings, "Per Car", "Per Car Per mile" and "Per Ton 
Per Mile" end then the car load references. I was wrong when 
T said $3.06 per hundred pounds; that is per ton. 

A. Per gross ton. 

Q. That it would make it pretty high, wouldn't it? 

A. Yes. Now, the next item that I would mention 
there is the one on pig iron from Sault Ste. Marie to Montreal. 

@ Othst. Us’ the nintiva tem? 

A. Yes sir, sixhundred and twenty two miles, the rate 
is $5.91 per gross ton, the earnings per ton mile 85¢ with 
an average loading of 115,160 pounds. The per car mile 
earnings are 48.8. 

Q. What about automobiles? 

A. In the case of sutomobiles, the car mile earnings 
seem low. In the first example in automobiles from Windsor 


to Montreal, 567 miles, the rate is $1.18 per hundred weight 
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the average Tosa only 10657 pounds, which produces 3 per 

car earning of $125.75 and per car mile earnings of 22.2 cents. 
This is due to the light loading,as only in the neighborhood 
of 10,000 pounds of automobiles can be loaded in a boxcar. 

Q. How many cars would that be in 2 boxcar? 

A. About three automobiles. 

THE CHAIRMAN: How meny pounds did you say? 

Ry 0.05 7. pounds: 

MR. CARSON: As the average loading per car, and I was 
asking him how many motor cars they would get into a car and 
he said about three. 

A Yes, 

Q@. What kind - three Chevrolets or three Cadillacs? 

A. You might get four Chevrolets or four Fords but 
three of the larger types. This does not mean, however, that 
in the case of sutomobiles from Windsor to Montreal that 
22.e¢ per car mile is not compensatory in a car containing 
only about 10,00 pounds or 5 tons in comparision with the 
average system earnings of 35¢ per car mile for an average 
loading of 36 tons. The revenue per ton mile on automobiles 
is more than three times the ton mile average revenue for 
pub erertio.. ib is menvloned on page (> of Part 1 iat the 
Submission that even at the normal first class rate with a 
minimum load of 10,000 pounds of automobiles, the cer mile 
earnings would still be below the system average. 

Q@. Now, is there anything more you want to refer to 
on those tables before I go to the next question? 

A. We could refer to meny of these examples. Take 
for instances if you like, et the top of page 5/. canned 
goods from Hamilton to Montreal, a distance of 384 miles, 
that is not quite a hundred miles more than the average 


haul in the east, and the rate is 41¢ and the average loading 
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40,125 pounds producing a per car earning of $164.51 

and a per mile earning 42.8¢, There is one point, however, 

I would like to mention in connection with these peges 

56 to 61, that the interim increase of 8% does not apply 

to those rates. The figures of these Statements, although 
dated lst of October, sre correct. Now, here is a competitive 
rate on cement, the fourth line °- 

THE CHAIRMAN: Did I understand Mr. Jefferson to say 
that the 8% increase does not apply to these particular rates? 

MR. CARSON: What he was saying, as I understand it - 
you were speaking about canned goods? 

Ayer Les 

Q@. And you were telling the Gotmisater in making 
up these Tables 56 to 61, the rates shown and the calculations 
made did not take into account the 8% increase? 

A, They were not increased. 

THE CHAIRMAN: That is what I understood. So they are 
Still the rates in force? 

MR. CARSON: These are the prevailing rates today? 

MR, FRAWLEY: It is not only canned goods. 

MR. CARSON: We were asking about that one item, Mr. 
Brawley. There are other items Mr. Jefferson, in the same 
category? 

A, All of the items of pages 56 to 61. 

MR. BARRY: Could we have the normal sometime later 
or could we have them now - sometime after we come back? 

MR. CARSON: They are asking, Mr, Jefferson, for the 
normal rates on these commodities. Do sny of these commodi- 
ties move at normal rates? 

py (Not sir. 

MR. FRAWLEY: But the interesting thing is to get an 


idea of the differential, 
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MR. EVANS: There is one example given in our Brief 
Mre Frawley. 

THE WITNESS: Some of these commodities now would 
have a normal commodity rate if you did not have a competitive 
commodity rate, and in some instances the only comparisons 
that could be made would be the competitive rates with the 
class rates, and that would not be 5 fair comparison, 

THE CHAIRMAN: I would like to ask another question 
just to clear up what you said about the 8% increase not 
having been applicd to these particular cases+ Is that because 
the railway has not seen fit to apply the increases or because 
the increase allowed by theBoard has excepuLons vo Lt? 

MR. CARSON: Do you follow that Mr. Jefferson? 

A. Yes. Under the decision of the Board we could 
have increased them 8%. They were al] increased 15% in 
September 1948, and many of them had later increases, and it 
was considered by the railways that we could not again increase 
them 8% without conducting another investigation to see if the 
rates could be further increased. 

THE CHAIRMAN: That is, without looking into the 
competitive character of the business? 

MR. CARSON: Without looking again into the competitive 
character of the business? 

Are Vein aes ent. 

MR. FRAWLEY: It is dealt with in paragraph 3, sir, 
of the latest order of the Transport Board, the one which 
granted an interim increase of 8%. It is found on page 
30 in the pamphlet copy of the Judgment.. Paragraph 3 Says: 

"Competitive Freight Rates established to meet 
motor truck and/or water competition, or other form 

of competition, may be adjusted within the discretion 
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of the railway companies concerned. 
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That is important, because, as your lordship knows, 
competitive rates are put up or down by the railway companies 
quite regardless, one might say, of the Board of Transport 
Commissioners at all,so long as they do not exceed the normal 
reve. 

MR, CARSON: Except on one occasion when we attempted 
to put them up and the provinces opposed them and got them 
suspended. 

THE CHAIRMAN: This just means then, es while your 
ceiling on canned goods, like anything else, was raised 8%, 
you have not raised the actual rate in proportion? 

MR. CARSON: No, because Mr. Jefferson says it required 
further study. 

MR. O'DONNELL: We had the 21 Percent and then 15 per 
cent as well and we sre studying as far as the Canadian National 
is concerned, the extent to which they may further be increased, 

THE WITNESS: That is correct. 

MR. CARSON: And the Canadian Pacific is also studying 
them? 

Diep LOS 842, 

MR. FRAWLEY: Oh yes - all studying them. 

MR. COVERT: Mr. Chairman, as I understand it, there 
was a request that there be added to these figures whet the 
normal rates would be. Now, I understand that there may not 
be normal rates for some of these commodities, There might 
be what they call a normal basis but there sare no normal rates. 
Perhaps Mr. Jefferson could advise whether or not thst is so? 

MR. CARSON: I thought I had asked him, Mr. Covert, 
but might I ask him again. As I undersimd it, in the listing 
of these competitive rates 56 to 61, there are no normal rates? 

A. I said there may not be a normal commodity rate 


which there might be if you did not have a competitive rate. 
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Q. But at any rate, the rates upon whieh these 
commodities moved between the points of origin sand point 
of destination shown on these pages, those are the rates 
which move the traffic? 

Me MOVE the Urertic today, yeo,eir - thee is right. 

Q. I was asking Mr. Jefferson's assistant about the 
request of Mr. Barry. I am just wondering if there is any 
way my Iriend Mr. Barry could Jessen that-a little bit, I 
am told that is quite a sizeable job. 

MR. BARRY: As I understend,there is either a normal 
commodity or a normal class rate, even if it is only 3a 
paper rate. 

THE CHAIRMAN: Then the commodity would be lower than 
the class rate? 

TOWN INGoo: Theat ts Plant. 

THE CHAIRMAN: Naturally, and the competitive rate 
also. 

MR. FRAWLEY: I think, my lord, the question to ask 
the witness is, what would be the rate if you pulled out the 
competitive rate. What would be the rate if you pulled out 
the competitive rate? 

MR. BARRY: That is it expressed in another way. 

THE CHAIRMAN: What is the answer to it? 

MR. FRAWLEY: What is the answer, Mr. Jefferson? Take 
any one of your instances, what would be the rate if you 
pulled out the competitive rate for some reason or another? 

A. I’ cannot tell you today what it would be. I would 
have to find out what it would be. 

Q. But it would automatically come to either an 
existing commodity rate or the ceiling class rate? 

A. What I am trying to say is that because we have 


got a competitive commodity rate, we might not have a normal 


“a — 


yt 
ha oP), he toe 
A) pe * y? pict <A apg pode 
it keine nis te, 


ae in red rd 
me ee iar 
Ba font: ork 


: | 


: 
tots ob pre até ane 
d aude vod sinetetbas a 4 me oe gatsee saw I 3 o a 

ue ot ‘pasado 2 saivebaow ‘Bout, we i puis 14 7 net 0 ot 
ahd oLgsne e teri men) biucs yrisd . i dite her em 


dot, oidessic é ot ivp at vedid hod 


anus and Svat 


oe 4 
cae i} 


s vino et ti Ut neve .o¢e% #eefo Lamyonr e <9 vftbomos 


| Oh 


wont G ‘sodtie at sted? bastenshnu I eA s:YHAAR Ait 


. a os i € - iL) ro 
¢ newol ed bivow ysipommoo odd medt :WAMHIAND SH? . ae 
‘ x 7 
feter seul ati Ds 
; hl if Hi < 
<tigta et dsit :88SNtIw al Ne .y 
| | vit 


stet evitidesequos sfd bas .ylifeictcH :MAMATLAHD nee > MYA 


a6 ot iO L3G (oup ofd ,btol ym .sanidd I :YoRIWAHY JAM 


( Pe 
duo baling voy tf sted Orit od biuow defw .et asesatin adr | oe 
o bBeilug voy th stax ofit od Hlvow JedW .oten svidtzeqmos |) ae 


foter svidideqmoos sit, 


»Yew tedtonsa af Sesestqxs Jf at dsr :YAHHAG .AM a 
3k of towans sot at ¢sdW :MAMALAHD GHT airy 


Thoetstist .«ch .wawane sdi st geriW +YSIWAHA AM 
~~ Pe - a i 
soy Itt evet add ed bilyow gerdw .soarkient wwoy Io sno YAS ny 
al 


etitone xo moacer amow tot odea ovisttisaiios eft Jdo belfug 


Wit .ad Sfuow tf Jstiw yebo? vox fies doaneo I 1A 


.od biuow ti daw dyo bala oF svar 


Lis 


He yeddts oF omoo YLfeottemotus bivew 322 dul. a 
Todor uecfo antites sid xo atot “ye Boots ‘pritte 
Vet ow otivsoed Iofz el Yes oat bona! a ta 


iat ai an 


TOM 6 Sved ton thutg on ‘voter Bs 


n ean i 


ae > =I 
Boum ‘4 


- 13953 - Mr. Jefferson 


commodity rate. The only comparison would be with the class 
race which might not be foir, 

Q. In every instance there always must be a rate 
which would automatically appear when you eliminate the 
competitive rate, and I think you said, it might, in some 
instances, be a class rate and that would be so far up that 
it would not be fair to use that as s comparison? ) 

fA inked rghit i aa ed ay 

MR. EVANS: My friend could find en example of just 
Ghat very thing on page 75 of Part I of our Brief. We there 
show the rate on automobiles in the absence of the competitive 
rate near the bottom of the page: 

"The normal rate on automobiles as established 

by the Classification is the first class rate with a 

minimum load of 10,000 lbs. per car. The first class 

rate for the distance from Windsor to Montreal is 
$1.31 per hundred pounds and 3 shipment weighing 

10,657 lbs. such as that shown as the first item of 

the Table would yield only 24.6¢ per car mile. This 

compared with the competitive rate of $1.18 per 100 

lps. and 8 car mile earning of 22.2¢." 

That is an example of the thing my friends have in > 
mind. 

THE CHAIRMAN: Before we proceed, Mr. Frawley, would 
you refer me again to that page? 

MR, FRAWLEY: Page 30 of the little blue book, sir. 

MR. CARSON: paraeraphn in the formal Order of the Board 

THE CHAIRMAN: The formal Order says: 

"Rates in Standard Freight Tariffs may be 

increased eight per cent." ° 

MR. FRAWLEY: And 2. 


THE CHAIRMAN: "Rotes in Special Freight Tariffs, 
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except as hereinafter specified, may be increased 

ayanenoey cent." 

MR. FRAWLEY: And that is all the BOard does, They 
authorize increases in both those kinds of rates except that 
by paragraph 4 ,the rate on coal and Bee I might be 
tempted to call the Commission's attention to the fact that 
the rate on coal and coke might be increased 8 cents per ton. 

COMMISSIONER ANGUS: Following the example that Mr. 
Evans just gave, was the $1.31 increased by 8% since then? 

MR. EVANS: Oh yes. 

COMMISSIONER ANGUS: So that the proportion is just 
8 little different? 

MR. EVANS: Yes, I was not making any comment on the 
difference. The first class rate on automobiles, Mr. Jefferson 
you were saying--? 

A. The present first class rate on automobiles from 
Windsor to Montreal, as shown on page 75, is $1.31. Increased 
8% would be $1.41 in comparison with the competitive commodity 
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MR. CARSON: I do not know just where we stand about 
this request. I am told it is quite asizcable job to 
get put these rates. 

MR. BARRY: I have spoken to Mr. Evans about it and 
1 think 1% is cuite possible to get then. 

MR. CARSON: How many would suit you? A dozon? 
Let us take a dozen and a half, or whatever number is 
not the, tulri Jist. 

MR. BARRY: I am advised it is not such a trememdous 
job’. 

MR. O'DONNELL: "Under advisement to do it" doesn't 
mean anything. 

MR. FRAWLEY: There you are. That's the last word. 

MR. BARRY: It would illustrate a lot more if we 
knew what the normal class and commodity rates were. 

MR. EVANS: You do not test the propriety of a | 
Ste ee rate by reference to the normal rate. 

MR. FRAWLEY: You are suggesting this: . How 
much money has the railway company -- I hate to use the 
expression "given away", because Mr. Jefferson dislikes 
4t so much -- but how much money have you failed to 
aolleat oMAthemtotal“anounth termi onstotrdol Tavs; 
between that and the different competitive rates in 
Hastern Canada, what they cost the company in millions 
of dollars in Eastern Canada, judging them by the difference 
between the normal and the competitive rates? 

MR. O'DONNELL: How much do they procure for the 
company which would otherwise go to the trucks or steame- 
ships? | 

MR. COVERT: Could we not settle it by asking them 
to take two pages, one out of the East and one out of 


the West, and give us that when we re-assemble? 
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MR. BARRY: I do not think that would be sufficient. 

MEASCOVERT A How diffieult ee jgobaisoit?:),Would.it 
be possible to give us them without too much trouble when 
we reeassemble on January 30? 

THE WITNESS: Take pages 56 to 61. It would not be 
much of a job. But we have got to find out what the 
rate would be, not necessarily the class rate, but what 
the rate would be if we did not have a competitive rate. 

MR. COVERT: I understand that; but it has been 
suggested that two pages would not be enough. I want to 
know ifs twouldbe! a ‘terrific sob--to: getyadi the pages 
between now and January 30. 

A All the pages? 

Q@. Yes, all the ten pages. 

A. I think that would be asking far too much. I 
would prefer some one to take it and say what line or 
commodities or movements they wanted compared. 

Q. It would amount to about five and a half pages 
Wy eo taL.. 

Pa Yess itwwould be quite a Job to analyze these 
rates. 

MR. CARSON: We will see what we can do.. 

THE CHAIRMAN: We should bear in mind that not ony 
is there the East and the West, but there are the 
Maritime Provinces also. 

MR. FRAWLEY: That is right. I..think. there should be 
three groupings | 

MR. CARSON: I wish we could change the subject. 

MR. FRAWLEY: I do not know what that is going to do 
to the statement Mr. Jefferson prepared. I suppose Mr. 
Jefferson might say, in every instance: I think there 
will be a special commodity rate there, probably. So we 


would have a lot of his judgment introduced into the statemen 
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a Ren * Mr. Jefferson In Ch. 
which I suppose is inevitable. 
THE CHAIRMAN: If there were a void there we 

would go back to the ceiling. 

MR. FRAWLEY: That's right. I wonder in how many 
instances we would have to go back to the Ccelling. 

MR. EVANS: If I may contribute something: It does 
seem to be perfectly hopeless to expect us to prepare 
a statement of rates on the assumption that we are to find 
out what the rate would be without 2 given set of 
circumstances. It seems to me that all we should be 
expected to do would be: If you took a rate out to-morrow, 
what would be the resulting rate? YOu might again have 
to look at the class rate to see if it was proper. But 
with that qualification, if you just took out a competitive 
rate to-morrow, and found out what the resulting rate 
would be, that would be a relatively simple matter. 

ME. ABARRY eS erhat ena l want: 

MR. COVERT: Is that the normal class or commodity rate? 
Give us the normal class or commodity rate with respect 
to these five pages. 

THE CHAIRMAN: If there is no commodity rate in a given 
case, then there is the class rate. 

MR. FRAWLEY: But after that list has come in, then 
Mr. Evans and Mr. Carson would be the first to say: We 
do not say that is the thing you should look at, because 
there probably would be a special commodity rate put in 
there; so you cannot judge the number of dollars between 
the competitive rate and the class rate which would be 
there automatically. I can quite see the position we are 
going to be put into. 

MR, COVERT: That would be a matter for argument when 
the time came. 

MR. CARSON: We understand the request, Mr. Covert, 


and it will be complied with. 
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THE CHAIRMAN: We shall adjourn for a few minutes. 


(Upon resuming) 

MR. CARSON: Q@. What have you to say, Mr. Jefferson, 
With respect to railway revenue in meeting truck or 
water competition? 

A. The opinion seems to prevail that the railways, in 
meeting truck or water competition, lose revenue, particularl 
in Eastern Canada, and therefore increase other rates to 
make up the loss, particularly in Western Canada where there 
is no water competition, and where truck ponee tion is 
less severe. 

thas isnot. 30... n.proyiding, fom competative rates, 
the railways gain revenue which they would not otherwise 
have. If the competitive rate was not published, there would 
be an absolute loss to the railways. 

Q@ Yes. Then at page 76 the submission continues 
under the heading "Motor Truck and Water Competitive Rates". 
Do you wish to say something about what follows? 

MR. FRAWLEY: Am I to understand that you are not going 
to have Mr. Jefferson run over the competitive rates in the 
West and draw out some examples for us, as he did in the 
case of Eastern rates? 

MR. CARSON: We will be glad to do that. 

THE CHAIRMAN: Are they set out in the Appendix? 

MR. FRAWLEY: Yes. For example, the sugar rate out 
of Raymond as compared to the sugar rate out of Montreal. 

MR. CARSON: MY. Frawley would like you to draw 
attention to two or three competitive rates in the West 
which he thinks would help his case. 

MR, FRAWLEY: I thought it was. part of your case. 

MR. CARSON: Mr. Jefferson said that he picked them 


at random. 
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MR. FRAWLEY: So far he has picked them all from 
Bastern Canada. 

THE CHAIRMAN: You are at liberty, Mr. Frawley. 

MR. FRAWLEY: Very well, I will withdraw my question. 
Do not stop on my account. 

THE WITNESS: I had no intention of stopping. 

MR. FRAWLEY: I am sure you did not intend to stop; 
and if there was any fault I am sure it was Mr. Carson's. 

MR. CARSON: All right I am at fault. Would you 
refer to a couple of Western rates? 

Mr. \FRAWDEY: Take. a lotsa; Take two. 

THE WITNESS: I will take the first one here on 
ale, beer and porter from Winnipeg to Brandon. 

MR. CARSON: Yes. 

A. 134 miles; iwhero the rate is 284: the avorage 
loading per car, 47,880; and the car mile earnings 
Si 00. 

I was going to see if I could find one which would 
average about the average haul in the West, 198 miles. 

The nearest one I think to that is lumber, green rough 
lumber from Winfield, Alberta, to Calgary, Alberta, 170 
miles; the rate is 15¢; the average loading per car 68,580 
lbs., the revenue per car $102.87; and the per car per 
mile is 60s¢. 

The next item, mine props, from Rocky Mountain House, 
Alberta, to Rosedale, Alberta, 258 miles; the rate, 15¢; 
average loading, 53,100 lbs., car earnings $79.65; car 
mile .earnings, 30 .9¢. 

Q. Will you give Mr. Frawley the sugar? 

A. Sugar from Raymond, Alberta to C8lgary, Alberta, 


153 miles, the rate 35¢ per 100 pounds; average loading 
per car 41,631 pounds; earnings per car $145.71; earnings 


per car mile, 95.2¢. 
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MR. FRAWLEY : Will you look at sugar from Montreal 
to Quebec, 173 miles. It is on page .58. 

MR. CARSON: Sugar is Montreal to Hamilton. 

THE WITNESS: Montreal to Quebec. 

MR. CARSON: Q. Sugar. 

A. Yes, sugar from Montreal to Quebec, 173 miles. 

THE CHAIRMAN: Where is that? 

MR. CARSON: It is about two-thirds down the page, 
down from "soap". 

THE CHAIRMAN: Yes, I sac. 

THE WITNESS: The rate, 19¢ per 100 pounds; the 
average loading per car, 99,353 pounds; earnings per car, 
$188.77; earnings per car mile, Sl, 050. that 1s 
a dollar and nine decimal one cents. 

I would like to point out that the car mile earnings 
from Montreal to Quebec for 173 miles are in excess of 
the car mile earnings on page 61, in the case of sugar 
from Raymond to Calgary. But of course the average loading 
in the case of Montreal to Quebec is heavier. 

MR. FRAWLEY: The ton mile earnings are about half. 

MR. CARSON: @. The average loading seems to be twice 
the loading as between Raymond and Calgary. 

A Yes. 

Q. Turning now to page 76 under the heading of 
"Motor Truck and Water Competitive Rates"; is there some 
part of that you would like to develop? 

A. Yes sir. I was going to read one bottom 
of page 76 to and including the last complete paragraph 
on page 77. 

ot. Lee. 

A. This is "MOtor Truck and Water Competttive Rates". 

Rates published by the railways to meet water 


competition are maintained during the season of open 
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navigation, generally from April 15 to November 30th of 
each year. 

Rates published by the railways to meet motor truck 
competition, with a few exceptions, are generally in 
effect throughout the year as the highways are to a large 
extent kept open during the entire year. 

Contrary to the opinion which seems to prevail in 
certain quarters, the railways do exercise 2 great deal 
of supervision with respect to rates which are published 
to meet motor truck and water competition. This is 
Simply a matter of good business. 

Following the increase of 15% in these rates in 
September 1948, a survey was made of all competitive rates 
to determine what further adjustments could be made due 
to changing conditions. 

As a result of this survey many hundreds of these rates 
were found to be unnecessary to meet competition and were 
cancelled, allowing the normal rates to apply. In some 
cases there was no movement under such rates and in other 
cases the competitive rates were approximately the same 
as the normal rates due to the additional 15% increase 
referred to above. 

In other cases it was considered that due to the 
rising costs of competing carriers, many increases could 
be made, some of a substantial amount. | 

When competitive rates are reviewed and a decision is 
reached to allow the competitive rate to remain unchanged, 
the Canadian Pacific has satisfied itself that not only would 
an increase in rate result in a loss of traffic but also 
that the rate as it stood was reasonably compensatory. In 
this connection the practice followed by the traffic 
officers of the company in determing whether a given rate 


is compensatory is to consider, among other things, the 
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car mile and ton mile earnings, the length of haul, and 
the volume of traffic involved. If the car mile and 
ton mile earnings are at least equal to the average of 
the earnings on the system, it is considered that prima 
facie the rates are compensatory. In marginal cases 
such matters as length of haul, volume and direction of 


movement of traffic may be the determining factors. 


(Page 13975 follows) 
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Q. 


7] 


Now then, commencing at the bottom of page 77 
and carrying through to the bottom of page 80 reference 
is made to "at and east" grain rates in relation to 
other export and import traffic. What comments have 
you to make on that subject? 

A. The table on page 78 shows the net earnings 
per car mile on wheat from Port MacNicol to Montreal and 
West Saint John for export. The car mile earnings to 


Montreal are, I consider, compensatory. 


Qs iat 18° =< 

A 34.4 cents per car mile. 

Q. Yes? 

A The net earnings per car mile to West Saint 


John could not in themselves be considered compensatory. 
They may, however -- 

Q. “That is 19.9? 

A. 19.9 cents, yes, sir. They may, however, be 


so considered in the light of the competitive conditions 


which the railways in their interests are required to 
meet, and in addition a protection of Canadian commerce 
and the development of Canadian ports. 

Cet Yes? 

A. There are the following factors to be considered 
in assessing the :: propriety of such rates. _First the 
low rates to Saint John are necessary if Saint John is 
to be maintained as a port through which export of this 
grain traffic can move in competition with United States 
Athantic ports. This has been looked upon as a matter of 
national importance, and the policy of making low rates 
to the Maritime Atlantic ports has been recognized for 
many years. There is a reference here to “ee GEN CE Sr 
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Q. I believe that is a case where the Board 
recognized that this was a matter of importance. 

A. That is a decision of the Board hb senaeet 
freight rates investigation. 

Qs Yes. 

A. Secondly, apart altogether from the importance 
of keeping the Maritime ports as ports through which 
during the winter months eastbound export traffic and 
westbound import traffic could move, the movement of 
grain through Saint John provides for ships which -- 

GQ. FErovides: tratfic for ships.. 

A. Provides traffic for ships which would not 
otherwise call at Saint John, but which might otherwise 
call at the United States Atlantic ports. In this 
event the probability is that the Canadian Pacific would 
lose a very considerable amount not only of import 
traffic but also export traffic other than grain if it 
were not able to provide outbound cargoes of grain. 

Q. I gather you say that is all to the good of 
Saint John? 

A. Third; it is at. least a probability that if the 
movement of traffic during the winter months were not 
maintained through the port of Saint John as well as the 
port of Halifax, there would be a decreasing movement 
through the ports of Montreal and Quebec during the 
Summer months. 

THE CHAIRMAN: Q. Why is that? 

A. The main reason for that is that the grain has 
to be in position, and if you have grain at the bay 
ports you want both Saint John and Montreal ports open; 
otherwise the grain would move through Buffalo and 
United States Atlantic ports. As has been shown on 


page 80 of the submission, grain through the port of 
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West Saint John amounted to about 18 per cent of the 
total carload movement of export and import traffic 
through that port. 

Q@. That is described in the last paragraph on 
page 80, I believe? 

Marives, sivs wheat was for the winter shipping 
season of 1948-49. | 

Q@. Then, on the next page the submission continues 
with less than carload competitive rates. What have you 
torsayron that subject, Mr. Jefferson? 

A. I should like first to read the first paragraph 
on page 81. 

or ves? 

A. In the case of less than carload competitive 
rates, car mile earnings cannot be calculated except on 
a statistical basis. In any case they are, as a whole, 
substantially below the system average because the 
average loading in less than carload movements is low. 
Ton mile earnings are, however, an important consideration 
in th2 case of less than carload rates. 

Q. What have you to say about Table 1 that 
appears on page 81? 

A. This table on page 81 shows the tonnage, revenue, 
ton miles, average rate per ton, and the average rate per 
ton mile for less than carload traffic compared with car- 
load traffic for the year 1948. The figures in this 
table are actual except that the figures of ton miles 
and the average rate per ton mile for less than carload 
and carload traffic were estimated, as no segregation 
of the totals in this respect is available in the 
company's records. 
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and carload traffic were estimated on the assumption 
that the ton miles in each case would have the same 
relationship between carload and less than carload 
tratfic as the tonnage, “That 1s. to'say, that: the 
average haul would be the same for carload as for less 
Chen Carioad trafrlic. 

Q. What is the average rate per ton mile, just in 
a word? 

A. The average rate per ton mile is the number of 
tons one mile divided into the revenue. 

Q. What does that show? 

A. This shows that the average revenue per ton 
Mote [Or 4e88 than carioad traffic is: (more than. tour 
times the revenue for carload traffic, and which, as 
stated on page 82 of the submission, is due to the 
much higher rates applying to less than carload traffic. 

Q. That is comparing the $4.37 with the $1.04? 

Ao / Cente, Ol dOl.ars. 

Q 4.37 cents and 1.04 cents? 

Bie) esis 

Q. On page 82 you have a table entitled, "System - 
Rail Lines Only". What have you to say about that table? 

A. Table 2 on page 82 of the submission is a 
comparison of the loaded car miles, the revenue and the 
average revenue per loaded car mile for less than 
carload traffic with carload traffic for the year 1948. 

Q. What does it show? . 

A. It shows that the average revenue per loaded 
car mile for less than carload traffic is 21.4 cents 
compared with 37.8 cents for carload traffic. The 
lower average revenue per loaded car mile for less than 
carload traffic is due to the light loading per car. 


The average loading in 1948 of less than carload traffic 
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was less than five tons compared with 36 tons per car 
foveceriacad, trariic. 

Q. Have you something to say about page 83? 

A. As stated on page 83 of the submission, the 
lower averages for less than carload traffic than for 
carload traffic are due primarily to the light loading 
of so-called less than carload way-freight cars moving 
to and from the smaller stations. While such way- 
freight cars account for a substantial Beeeeaate mileage, 
they handle a relatively small amount of the total of 
all less than carload freight, because the bulk of this 
traffic moves between the larger centres where the 
loading is substantially heavier with consequent higher 
earnings per car and per car mile. 

Q. Now then,. I think you would like to say some- 
thing about pages 62 to 65 of the appendix which is a 
table entitled "Statement of less than carload 
merchandise cars", from certain places. Would you say 
what you have to say about that in your own words? 

A. The tables on pages 62 to 65 of the appendix 
are a statement of the less than carload merchandise 
cars from Montreal, Toronto, Winnipeg, Moose Jaw, 
Saskatoon, Regina, Calgary and Vancouver to various 
destinations for representative dates in the month of 
June, 1O40. 

Q. These are the larger cities you have taken, 

I gather? 

hve Vos MS ur. 

Q. Do you say these movements are typical? 

By, oheee movements are typical from the points 
Shown, but we have not taken the same destination points 
from each shipping point because they would not be the 


same. 
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Q. Quite So. Now then, what would you say about 
this page? 

A. This is a statement showing the point of 
origin, destination, miles, the average weight per car, 
tne average rate per hundred. pounds... and, the average 
revenue per car and, per car miis.,..Befores giving any 
examples from these pages, I should like to say, that 
as mentioned on page 83 -- 

Q. Of the submission? 

A. Of the submission -- the earnings for these 
movements had of necessity to be estimated. In basing 
the earnings, we used the second-class rates, group 2 
Fate. rates. -- 

Q. That is pick-up and delivery? 

A. Pick-up and delivery, yes, or less than carload 


all commodity rates where in effect. We considered 


that the second-class and the P.& D. group 2 rates 
represent’ a fair average for less than carload traffic. 
Where pick-up and delivery service is authorized, the 
costs of such service at both the shipping point and 


destination have been deducted. 


(Page 13982 follows) 
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As pointed out on page 83 of the submission, the 
results shown in these statements on pages 62 to 65 of the 
Appendix are not the actual revenues from and to these 
Pacific points shown, because we have used average weights 
and average rates, and some of the cars include some trans- 
shipped freight, but, as already mentioned, it is my con- 
sidered opinion that the second class basis is a fair and 
reasonable average to use. 

Q. Now, what do these tables indicate, Mr.Jefferson? 

A. These tables clearly indicate that the earnings on 
less than carload merchandise cars from the larger centres 
are compensatory in comparison with the average per car 
mile revenue for all traffic on the system of 35¢. While 
in a few cases the car mile revenue for these less than 
carload merchandise cars is less than 35¢, it will be 
noted that such cases are due to the light loading. The 
system average of 35¢ per car mile is for much heavier 
loading per car, namely, 36 tons or 72,000 pounds. 

Q. And these tables, I see, give in each case the 
average weight per car in pounds? 

A. Yes, sir. Now perhaps you would like--- 

Q. Yes; are there two or three illustrations you 
would point to? 

A. Well, I will take one where there is a very sub- 
stantial movement, like Montreal tofPorontc. 

Q. That is Montreal; it is the fifth item on page 62. 

A. Yes, sir; 344 miles. The average rate is 62¢. 
Now, in that case the average rate used was the average of 
the two all-commodities less the pick-up and delivery ex- 
pense. When I say two all-commodities, the explanation is 
that one rate is if a shipment is less than 5,000 pounds 


and the other rate is for shipments of 5,000 pounds or 


over. From Montreal to Toronto the average revenue, artver 
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deducting, as I said, the pick-up and delivery expense, is 
$184.72 per car, or 53.7¢ per car mile. Now, we might take 
a shorter haul, Montreal to Sherbrooke, the first item, 113 
miles, average weight 19,700 pounds, average rate 16¢ 

after deducting the pick-up and delivery expense, per car 
revenue $90.62, car mile revenue 80.2¢. Now, we might take 
one going to the west from Montreal, where there is no 
deduction for pick-up and delivery expense, because move- 
ments of that kind do not get free pick-up and delivery 
service. In the case of Montreal to Winnipeg, for a dis- 
tance of 1414 miles, average weight 23,308 pounds, rate 
$2.69, average revenue per car $626.99, per car mile 44.3¢. 

@. Now, I noticed you said that there were a few 
cases where the car mile revenue for these less than car- 
load merchandise cars is less than 35¢? 

Phe"), Meni, Rein 

Co) (Butwyouieata, that Wiithose cases, or you, drew 
attention to the fact that the loading per car was relative- 
ly light; would you just point ‘to one or two of those so 
that the Commission has those before it? 

A. The only one from Montreal in the table is in the 
case of North Bay, where your car mile revenue is 33.2¢. 

Q. And the loading there--- 

A. The loading to North Bay was 14,657 pounds per car. 

Q@.) T-notice that on the next page we find some of 
those rates in movements originating in Regina, but one can 
see at a glance that the average weight per car is rela- 
tively low all through those examples. 

A. Well, here is one, in the case of Regina to 
Yorkton, on the lower part of page 63, the distance 231 
miles, average weight per car 8,093 pounds, average revenue 
per car $42.08, per car mile 18.2¢. 


Q. Well, that is one of the exceptions you were 
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Speaking about? 

i, Vester g 

QO. ephresthere any others that you want to mention or 
refer to by way of illustration? 

A. Mr. Frawley might like us to take one from Calgary. 

Q@. Yes, give us a Calgary one. 

A. On page 64, Calgary to Edmonton, 195 miles, average 
weight per car 15,301 pounds, average revenue per car 
$55.08, and per car mile 28.2¢. 

MR FRAWLEY: Q. Did you move that yourself or 
have Dench move that? 

A. Beg pardon? 

Q. Dench did not move that; Dench of Canada did: not 
move that? 

Peo leao moe ulin, SO, mc, 2821 

Oo You moved 207 

A. We moved it, yes, sir. 

MR CARSON: @. Now, I think you pointed out that 
the system average of 35¢ per car mile is for much heavier 
loading per car, namely, 36 tons or 72,000 pounds? 

fi-) VYeojosir,, thaveis rlene. 

Q. Now, Mr. Jefferson, are there any more there, 70L 
do we go on to the next? 

A. Iwas just noticing here in the case of Vancouver 
there were not any cases below 35¢ a car mile, except the 
case of Kelowna 344; that is the only instance there. 

Q. Now, what about the tables on pages 66 to, 71? 

THE CHAIRMAN: What is that you are referring to? 

MR CARSON: Pages 66 to 71, my lord, of the 
Appendix. There are some tables there that I want tO 
ask Mr. Jefferson about. 


Q. What do those tables show, Mr. Jefferson, at 


56 to 71? 
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A. The tables at pages 66--- 
THE CHAIRMAN: Better begin them tomorrow morning. 


MR CARSON: Thank you, my lord. 


~--At 4:42 p.m. the Commission adjourned until 10:30 a.m. on 
Friday, December 16, 1949. 
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Friday, December 16, 1949. 
MORNING SESSION 


-~--The Commission met at 10:30 a.m. 


C. HE. JEFFERSON, Recalled. 
EXAMINATION BY MR CARSON (Cont'd. ) 

Q. Mr. Jefferson, we were dealing at the adjournment 
yesterday afternoon with the subject of less than carload 
competitive rates, and there are some tables on pages 66 
to 71 of the Appendix that I think you want to refer to. 
What do those tables show? 

A. The tables at pages 66 to 71 of the Appendix 
show the loading weights of less than carload way freight 
cars from Montreal, Toronto, Winnipeg, Regina, Moose Jaw, 
Saskatoon, Calgary and Vancouver to representative 
destinations. 

Q. Just before you go on, Mr. Jefferson, would you 
just tell the Commission what the difference is between 
a way freight car and a merchandise car? 

A. Well, a merchandise car is a car loaded to one 
destination,like Montreal to Toronto; a way freight car 
48 one like from Montreal we will say to Ottawa, and it 
contains way freight for the intermediate stations be- 
tween Montreal and Ottawa -- sometimes termed a peddler 
car. 

Q. Now would you go on with your reference to the 
tables? 

A. The weights per car shown in the tables at pages 
66 to 71 of the Appendix are the average of the number of 
cars shown to each destination from Montreal and Toronto 
which moved on the days in the month of June 1949 as 
shown. 

Q@. And those dates, those representative--- 


A. From Montreal the dates used were the Ist, 10th, 
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lith, 16th and 20th, 5 days; and the average weights for 
the way freight cars were from a low of 8,580 pounds to 

a high of 23,220 pounds. From Toronto the days used were 
the 3rd, 9th, 15th and 2lst of June, 4 days. 

Q. How did you get the average weight per car? 

A. The average weights per car were arrived at by 
taking the weight of all the cars shipped, divided by the 
number of cars. The average loading per car of less than 
carload way freight is generally considerably less than 
the average loading of less than carload merchandise cars. 

Q. And that is -shown by these tables? 

Dime LES:4 (BT. 

COMMISSIONER INNIS: Q. What would be an absolute 
minimum? These are averages. 

MR CARSON: Q. What would be an absolute minimum? 
Dr. Innis points out these are averages, Mr. Jefferson. 

A.» Yes, Ssir.« Well, L,could not give you -- you mean 
the lowest weight. We have the details, but of course to 
arrive at these averages, some are higher and some are 
lower than the weights shown. 

MR CARSON: I notice on page 68, Dr. Innis, that 
there is one figure, 346, which shows a very low average 
weight for that particular car. 

‘COMMISSIONER INNIS: I was wondering if there 
was any weight which it would pay you not to take. 

MR CARSON: Q. Dr. Innis was wondering whether 
there was any weight which it would pay you not to take? 

A. Well, we do not load a way freight car if we can 
help it to a line which would not have some reasonably 
satisfactory weight, but when you have way freight cars to 
points on branch lines, if you only had 100 pounds on the 
given day that that branch line serviee operated, you 


would have the car for the 100 pounds. 
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COMMISSIONER INNIS: That would explain the 346. 
MR CARSON: Q. That would explain this 346. I 
drew attention to 346 here, you see. 

A. From Regina, yes, sir. 

MR CARSON: Does that answer your question, Dr. 
Innis? 

COMMISSIONER INNIS: Yes. 

MR CARSON: Q. Yes? 

A. It may be considered that the earnings received 
from the less than carload way freight cars is not com- 
-pensatory, in view of the light loading, but this would be 
difficult to determine, and it would not be possible to 
show the earnings per car and per car miles for the way 
freight cars with any degree of accuracy, for several 
reasons. For instance, the waverage weights shown are the 
weights loaded at point of origin to the destination shown 


and points intermediate thereto. 


(Page 13989 follows) 
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Furthermore, additional freight is loaded and 
unloaded at the intermediate stations along the line. In 
addition, as pointed out at page 84 of Part I of the 
submission, the services these Come rere cars perform 
is of great importance to the communities they serve, 
particularly those located in areas where no other form 
of transportation is available. In many cases, the way- 
freignt car 1s carried on mixed trains which must of 
necessity be operated in order to provide a passenger 
service to the community. 

COMMISSIONER ANGUS: I notice the number of the cars 
is shown on page 66 and in the subsequent pages there are 
none. Is there some reason for that? On page 66 you 
have the number of cars - five - five - five and so on - 
and then on subsequent pages nothing? 

A. When we obtained this information, the information 
on the wWaey-sfreight cars from Montreal and Toronto, we were 
furnished not only with the number of cars but also the 
average weights, but in the case of the way-freight cars 
from Winnipeg and points in Western Canada, we were merely 
furnished with the average weights and not the numbers of 
the cars, but the average weight was determined in the same 
manner and I could have the number of cars if you want the 
information. 

MR. FRAWLEY: Mr. Carson, before you leave that, 
would you mind asking Mr, Jefferson the sense in which he 
says they may be considered sas non°fompensatory. Mr. Carson 

MR. CARSON: Mr. Frawley asked me to bring your 
attention to that statement you made that it may be con- 
Sidered that the earnings received from the less than car- 
load way-freight cars is not compensatory in view of the 


light loading and so on. He wondered in what sense you made 
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tist, Mr? Jerrerson? 

A. I meant that in the sense that any car containing 
a low weight of 346 pounds or 2 thousand or 3 thousand 
pounds, if you obtained all the way bills for those 
particular merchandise cars and the earnings 8nd found 
the miles handled, you would undoubtedly find a car mile 
earning that would be very low. 

MR. FRAWLEY: It is low compared to the average? 

Bettie) ots 

Q. It is in that sense that you use the expression 
"noncompensatory" ? 

Roe Tat *Lerrac2iies 

MR. CARSON: Then, Mr. Jefferson, at page 85 of 
Part I and going on to page 87 the submission of the Canadian 
Pecific deals with pick-up end delivery rates. Now, what 
would you like to tell the Commission sbout those rates that 
sre dealt with at that section of the Submission? 

A. Pages 85 to 87 of the Submission explain briefly 
the application of the pick-up and delivery rates in 
Eastern Cansda and Western Canada, These sare competitive 
rates. Pages 72 to 79 of the Appendix show the less than 
carload pick-up and delivery rates from and to representa- 
tive points in Eastern Canada and in Western Canada with 
the revenue per ton end per ton mile after deducting the 
cost of the pick-up and delivery service. 

Q. Eastern Canada commences at page 71 and I think 
Western Canada at page 75 of the Appendix? 

i... Vie ees rent. 

@. Now, what do you wish to say about the earnings 
on these rates, Mr. Jefferson? 

A. Well, the column to use as a fair average, as I 


explaimed yesterday, was Column 2. Now, the to mile 
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earnings in Column 2 run from a low of 3.6¢ per ton mile 
to 12.3¢ per ton mile. Now, on page 77 in the case of 
Calgary to both Lethbridge and Medicine Hat, the rste per 
100 lbs., less the pick-up and delivery expenses, produces 
a ton mile earning of 3.6¢ for a haul from Calgary to 
Lethbridge of 127 miles and to Medicine Hat of 176 miles. 
Now, the highest Column 2 is shown on page 74 in the case 
of Windsor Ontario to Chathsm,Ontario(of course the distance 
is much shorter - 48 miles) where the revenue per ton per 
mile after deducting pick-up and delivery expenses is 12.3¢. 

MR. FRAWLEY: What does thet mean exactly "after 
deducting p. & d. expenses"? 

MR. CARSON: Mr. Frawley would like to know exactly 
what that means "after deducting pick-up and delivery expenses 

A. Well, take in the case of Calgary to Lethbridge, 
the Column 2 rate is 41¢. Now, the pick-up and delivery 
expense at Calgary is 9¢ per hundred pounds andat Lethbridge 
it is 9¢ per hundred pounds. Now, you deduct 18 from 41 
which leaves you 23¢ from Calgary to Lethbridge or $4.60 
per ton producing a ton mile earning of 3.6¢. In the case 
of Calgsry to Medicine Hat the rate is 48¢, pick-up 
and delivery expense et Calgary is egain 9¢ and at Medicine 
Hat it is 7¢. You deduct 16 from 48 which leaves you 32¢ 
or $6.40 for a ton for a distance of 176 miles producing 
3.60¢ per ton mile. 

MR. FRAWLEY: It is a disbursement in a sense, isn't 
Gy 

A. Yes, it is a disbursement. 

MR. CARSON: Now, you have been drawing attention to 
the range of 3.6 to 12.3 per ton mile? 

A. Yes sir. Now, the next point I would like to make 


is that it 1s not possible to obtain the car mile earnings 
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for these movements where you have pick-up and delivery 
services. While some of these rates may not appear com- 
pensatory, the railways, of course, in meeting the competition, 
want to provide a complete service. I might say, the pick- 
up and delivery rates in Eastern Canada are now in the process 
of being increased. When I mention "Eastern Canada" in that 
sense, I mean in Ontario and Quebec. 

MR. FRAWLEY: I notice that in Eastern Canada the 
rates for Classes 1, 2, 3, and’4,vary but out of Calgary 
they are all the same. I wonder if Mr. Jefferson would say a 


word about that? 


(Page 13995 follows) 
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A. Well, from Calgary to Lethbridge, Medicine Hat, 
and Drumheller, we have a commodity rate for less than 
carload lots pick=up and delivery traffic. 

In the case of Calgary to Lethbridge, it is 41¢ for 
Bll classes..: But if you want. to, talk. of page, 72, 
Montreal to Sherbrooke, we have a higher rate for 
column 1 than the other columns, and they grade down, one, 
two, three and four. 

QO. Tynoticed that. 

A. It is just a difference in the method of attempt- 
ing to meet competition, in one case by an all commodity 
rate, and in the other case by a graduated scale of 
class rates. 

MR. CARSON: Q. You were going to refer to the 
bottom of page 86 of the submission. 

A At the botitom -«ofiepage: 86, of) the..submission 
there is shown the revenue received in less than carload 
freight, and the pick-up and delivery expense as well as 
the percentage relationship of the pick-eup and delivery 
expense to the total less than carload revenue, for the 
years 1940 to 1948. 

The pick-up and delivery expense was 7.7% in 1940, 
and 8.48% in 1948. 

Of the total less than carload revenue, these 
percentages are not considered, to ve) eer rere 
part ofthe) total mevenue:. 

Q. Going back for a moment to Table -- the table 
in the Appendix at page 72, I notice that the rate from 
Moantreal to Sherbrooke runs from 51¢ up to 81¢. 

A Yesteine 

@. And that is for a distance of 113 miles, whereas 
the rate from Calgary to Lethbridge, 127 miles, is Lie . 

MR. FRAWLEY:: What are the two pages? 


MR. CARSON: 72 and 77 of the Appendix. 
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MR. CARSON: Q. Do you see that? 

Have you anything to say about that Calgary to 
Lethbridge rate being so much lower. 

Ae), Well, the only thing that LT could say about thav 
is that it was considered to meet competition in A'berta 
from Calgary to Lethbridge a rate of 41¢ was necessary. 

GQ?) Yes. 

A. Whereas, to meet competition from Montreal to 
Sherbrooke, a higher scale of rates could be obtained. 

Qy “ea. And 1 take it thet’ would! be: generally vnrue 
of these differences that one finds in the competitive 
rates through these tables? 

A. Yes sir. We naturally try to get the highest rates 
we can for the service. 

Q@. I want to ask you when these pick-up and delivery 
rates were first established. 

A. Pick-up and delivery rates for the movement of less 
than carload traffic were first established on March 6th, 
1933 in the territory Toronto and West to Windsor, Ontario. 

Q Yes 

A, At that time the rates were published on what we 
termed a competitive less than carload commodity rate basis. 

Q. Yes. 

A Tat bss vone Tate ror aid) tranric:. 

Effectivréon May 28th, 1934, pick-up and delivery 
service was established at points in Western Canada. 

Effective May lst, 1935, less than carload rates, in- 
cluding pick-up and delivery service, were published 
for application in the territory Windsor, Ontario, Sault 
Ste Marie, Sudbury and East to Megantic for application 
within a radius of 375 miles, that is, a radius of 375 
miles from each shipping point. 
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COMMISSIONER ANGUS: Q. May I interrupt for a moment. 
In the differences which were mentioned 2 moment ago between 
the rates in Eastern Canada and the lower rates in Alberta, 
the reason being competition, is there some special reason 
why competition should be much keener in Alberta? Is it 
perhaps, because it is a commidity rate which is applying 
to lower classifications than those mentioned in the case 
of the Esstern places? 

A, What is that, please? 

Q I ask you why the competition should be so much 
keener in Alberta? Is it possibly because of the grouping 
of more classifications than are mentioned in the earlier 
tables? 

A, Well. of course, in Alberta, 48 you know, there ts 
no regulation of rates. 

Mie VU ROON Ss) .@ That is, of sruck rates? 

A Of truck rates, and we had to meet the competition 
which our men felt that they had to contend with, or make 
a rate on which they considered they could secure some 
Creat L ic. 

In the case of Montreal to Sherbrooke, for example, 
we adopted in 1937 the principle of taking our class rates 
== what we called our town tariff rates, schedule A -= 
and we applied the four classes by a classification in the 
tariff -- not the freight classification -= but published 
2 separate classification in the tariff of four groups. 

Those four groups were based on 2 degradation of normal 
Classifications by at least one class, sometimes more, 
and the column l, 2, 3, and 4 rates, which are shown in 
this Exhibit on page 72 of the Appendix. 

It was considered that we could secure == that the 
railways could secure -= a reasonable amount of the less 


than carload competitive traffic at the pick-up and delivery 
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rates on that basis. We might have secured more if we 
had reduced the rate to a greater extent. But that was 
as far as we wanted to go. 

Q. And these four classes include everything, do 
they? 

A. Pretty much so. There are a few exceptions, 
but very few. 

MR. CARSON: Does that answer your question, Dr. 
Angus? 

COMMISSIONER ANGUS: Yes, thank you. 

MR. CARSON: Looking back at this table on page 77, 
Mr. Frawley wants me to ask you about Calgary to Lethbridge. 

MR. FRAWLEY: No, Calgary to Red Deer. 

MR. CARSON: Q. 2) am\sorry4.,:1 mean’ Caleary to 
Red Deer, where the rate shown is 41¢. Do you see that? 

A VeseSir% 

Q. And Edmonton to Vegregille, it runs from 36¢ up 
to 58¢. 

MR. FRAWLEY: The same mileage. 

MR. CARSON: @Q Mr. Frawley points out that the 
mileage is approximately the same, and he seems curious to 
know about those little differences. 

A, To Red Deer? 


QO. Yes. 


(Page 14003 follows) 
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Ay. Calgary to Red Deer is 95 miles, and Edmonton 
to Vegreville is 96 miles. 

G2 Yes? 

fim Hirst TL would say that the character of the 
truck competition from Calgary to Red Deer was more 
severe than from Edmonton to Vegreville. Now, you will 
notice that from Calgary to Red Deer there is 41 cents 
for the first three columns and 36 cents for column 4. 

Q. Yes? 

Aw That is an all-commodity rate for the first 
three columns, but column 4 is a fourth-class rate be- 
cause it is lower than the all-commodity rate. 

Q. That is Calgary to Red Deer? 

A. Calgary to Red Deer. Now, from Edmonton to 
Vegreville on the basis of the current rates it was con- 
sidered we could obtain a commodity rate or pick-up and 
delivery rate of 58 cents. In that case column 3 is 
the class rate and column 4 is the class rate because 
both were low4r than the all-commodity rate considered 


necessary of 58 cents. 


MR. FRAWLEY: Q. In your first two classes your 
ton mile rate Vs practically double out: of Edmonton? 

A. We do not make pick-up and delivery rates on 
the basis of ton miles. We base them on what we consider 
we can obtain up to the normal rates as a maximum. If 
we have to make a lower rate from Calgary to Red Deer 
for 95 miles that does not mean we are going to make 
that rate for every point of 95 mites’. 

Q. That is true. I really should not interrupt, 
but I was interested in seeing how you evaluate the 
competition. I would have thought it was just as heavy 
out of Edmonton to Vegreville. Pretty nearly every 


Ukrainian has a truck out of Edmonton going down to 
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Vegreville. 

A. I would not think there would be the volume of 
movement from Edmonton to Vegreville that there would 
be from Calgary to Red Deer. 

Q. nWeldy probably not:. 

MR. CARSON: Does that answer your inquiry? 

MR. FRAWLEY: Yes, and thank you very much. 

MR. CARSON: Q. You were telling the Commission 
when these rates went into effect in different places. 
I think you told about those that went into effect on 
May 13 29035. 

Ae YO8. (Situ lL was explainine there that in 
May, 1935, we applied the pick-up and delivery rates in 
the territory Windsor, Sault Ste. Marie, Sudbury and 
east to Megantic within’ a radius, of 375 miles... Then 
effective July 14, 1937, the 375 mile-radius was 
eliminated in connection with pick-up and delivery 
rates in the territory Windsor, Sault Ste. Marie, 
Sudbury and east to Megantic, and the rates were applied 
between all points in that area, regardless of distance. 

Q. Ido not think you have mentioned the Maritimes 
VEU, Mave lyou? 

An)  NO,e sir,  Eitective: October: 1, 1939, pick-up 
and delivery service was established at points in the 
Maritime Provinces. 

COMMISSIONER ANGUS: Q. Did the 15 per cent 
increase apply to those rates? 

MR. CARSON: Q. Commissioner Angus wants to 
know whether the 15 per cent applied to those rates? 

A. The 15 i pericent applied to all pick-up and 
delivery rates effective the 15th of September, 1948, 
except where the pick-up and delivery rates were the 


normal class rates including pick-up and delivery service. 
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Q. Now then, Mr. Jefferson, I want to ask you a 
general question. Why did you provide pick-up and 
delivery ‘service? 

A. The rapid growth of motor truck competition 
during the period 1930 to 1939 was of great concern to 


the railways as they were losing more and more of what 


we call the cream of the DALI YE to trucks. We found 
that while we were able to generally retain our carload 
traffic and some large volume movement of less than car- 
load traffic between specific points by the publication 
of specific competitive commodity rates, a large amount 
of general less than carload merchandise traffic was 
being lost to the motor carriers as they were picking 
up the goods at the shippers! place of business and 
delivery was direct to the consignees!' warehouse or 
plant. 

Qe xesr 

A. On similar traffic shipped by rail the shipper 
had to deliver his shipments to the railway's freight 
shed at his own expense,and the consignees had to take 
delivery of the goods at the railway's freight shed at 
destination, but by using highway truck service the 
expense of delivery to and from the railway freight sheds 
was eliminated, and both the shippers and the oonsignees 
saved this expense. . In addition (to saving this pick-up 
and delivery expense, the truck rate was even lower than 
the rail rate. 

QO. Yes? 

A. The railways, in order to protect their interests, 
provided for competitive rates to meet the truck com- 
petition including free pick-up and delivery service. 

THE CHAIRMAN: Did you say "free"? 


MR. CARSON: Free pick-up and delivery service. 
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COMMISSIONER INNIS: Do I understand that the 
railway carries the pick-up and delivery charges? 
MR. CARSON: Q. Dr. Innis wants to know whether 
it is a matter of free pick-up and delivery service 
that the railways provide? | 

A. Where we have pick-up and delivery rates we 
absorb the cartage expense between the freight sheds and 
the place of business of the industry, whether he is a 
Shipper or receiver of the goods. 

COMMISSIONER INNIS: Q@. So all these tables 
indicate the extent to which you absorb that? 

A. The vables on pages 7e to 77 Inclusive, yes, 
of the appendix, because the examples there shown are 
all examples where there is pick-up and delivery service 
at both the point of shipment and the point of destin- 
ation. At other points you would have shipments moved 
where you would only have pick-up and delivery service 
at one end. Take, if you like, from Ottawa to some 
little place out here, Merrickville. We would have pick- 
up and delivery service at Ottawa but not at Merrick- 
ville, so there we only absorb at one end. 

THE CHAIRMAN: Q. In that case the rate would 
be less to the shipper? 

A. The rate would not be any less, no, sir, but we 
would absorb a smaller amount out of the rate. 

Q. Then the plain question is, who pays in the 
long run for the pick-up and delivery service? Is it 
the railway or the shipper? 

A. Where the rate includes it, the railway pays it, 
DUG Db.is the applicacton of ‘the tariff that ceils you. 
The tariff says whether you do or do not include pick-up 
and delivery service. 


Q. Is the tariff higher where you do include 
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pick-up and delivery service? All other things being 
equal, is the tariff higher on account of the pick-up 
and delivery service? 

fy NOR (67% 

Q. The question is does the railway stnnd the loss 
or does the shipper pay for that? 

MR. CARSON: I think if we go back to that 
illustration that was mentioned, Calgary to Lethbridge, 
chat, probably points, 1t,21p,. does) 10 noo? 

THE WITNESS: Calgary to Lethbridge? 

MR. CARSON: Q. Where the rate is 41 cents in 
the four columns. That is the rate that you charge 
the shipper? 

A Phat pie. nl ent. 
Q. And you pointed out -- this is on page 77 -- 

THE CHAIRMAN: I remember it. 

MR. CARSON: «.Q.44,.You pointed. out sin ithat..case 
there was pick-up and delivery expense at Calgary of 
9 cents and pick-up and delivery expense at Lethbridge of 
9 cents, and I suppose the railway had to pay that 
9 cents at.both ends, <did..1t? 

Petiihagr ss ypieht, syes sped ps 

Q. So the net result was you had 23 nents Out tor 
that rate? 

A. Yes, sir. 

THE CHAIRMAN: Q. Now then, if there was no 
pick-up and delivery at either end, would the rate to 
the shipper be 23 cents or 41 cents? If he had to 
deliver the goods himself and the consignee had to come 
and fetch them himself, what would the rate be, 23 cents 
or 41 cents? 

A. If there was no pick-up and delivery service at 


either end the rate would still be 41 cents. 
(Page 14008 follows) 
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he Worldrstil) be 41? 

A. Yes, sir. Now, I do not want to mislead the Con- 
mission, because there are so many exceptions, but let me 
bake theiranca, if-yow will, in Ontanioand ‘Quebec. Now, 
from Montreal to Toronto the rate includes the pick-up 
and delivery service, and we absorb the expense out of the 
rate. Now we will take from Montreal to a small 
Station between Montreal and Smith's Falls; I do not know 
which one to take, but take any small station where we 
have not got the P. and D. service. Now, the rate would 
be the same, but we would only absorb the pick-up and 
delivery expense at one end, Montreal. | 

MR CARSON: Q. That is, you would land it at the 
Station, this small station; you would not carry it beyond 
that? 

A. That is right. Now, you might have a shipment 
in the area between Montreal and Smith's Falls where you 
do not have a pick-up and delivery service at either the 
Shipping point or the destination, and in that case we 
would not absorb anything out of the rate. 

Q. That is, the shipper would have to bring it to 
your station of origin, and the consignee would have to 
Oho kau Lt up at the destination station? 

A.» 4 Thatenise rent: 

COMMISSIONER ANGUS: Q. Is the pick-up and 
delivery expense money paid out by the railway to a separate 
contractor, or is it a cost accounting item in the railway 
itself? 

MR CARSON: I am glad you mentioned that, because 
I think I said a moment ago "paid out", and I want to be 
Sune seam richPeahbowr sit . 

Q@. Dr. Angus wants to know, and I am not sure when I 


answered before, whether the pick-up and delivery charge -- 
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take that 9¢ one we were talking about. 

i. Geleery, yee ,.8ir. 

Q. Is that something the railway pays out to an 
independent contractor, or do you yourselves operate 
the pick-up and delivery service and work out the O¢ as 
a matter of cost accounting? 

A. That all depends upon whom the contract for the 
pick-up and delivery service is with. At some places the 
pick-up and delivery service is performed by the Canadian 
Pacific Express Company, and we pay them for the service. 

Q. But they are treated as an independent contractor 
. tiratthat casesr yes? 

A. At other points we engage the services of an out- 
Side or independent trucker. 

COMMISSIONER ANGUS: Q. So that the pick-up and 
delivery expense might conceivably change Hile the over- 
all rate remained the same? . 

Ay ‘That te sieht... What.-we paid for the pick-up and 
delivery service in 1939 compared with what we pay today 
is very different. The cost has gone up materially, but 
so has the volume of traffic, and that is why the percent- 
age relationship as shown on page 86 of the submission 
between the pick-up and delivery expense in the less than 
carload revenue have not changed materially -- gone up 
from 7.70% to 8.48% of the less than carload revenue. 

MR CARSON: Q. So the pick-up and delivery ex- 
pense changes just like any other expense changes in your 
operations? 

A dShi¥egs Sai: 

@. When we are talking about pick-up and delivery 
rates Mr. Jefferson, they are applied in less than ear- 
load business? 
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Q. Do you have it in any carload business at all? 
Aa weNos sir, not that I-know of;'no, sir. 

MR CARSON: Does that answer your question, Dr. 
Angus ? 

COMMISSIONER ANGUS: Yes. 

MR CARSON: Q. Now, I think that is all I wanted 
to ask you on that subject, Mr. Jefferson. Next I would 
like to go to the matter of agreed charge tariffs, which 
are dealt with in Part I of the Canadian Pacific submission 
commencing at page 87 and running over to the top of page 
90. Now, will you explain the matter of agreed charges 
that are dealt with in that section of the submission? 

A.(»Well, | there has, been. a great. deal, of discussion 
before this Commission about agreed charges, and I think 
that I should first read from the middle of page 87 to the 
top of page 90: 

Agreed Charge Tariffs: 

Part V of the Transport Act, 1938, (2 Geo. VI, 
Cap. 53) provides for the making of "Agreed Charges” 
whereby a carrier may make such charge or charges for the 
transport of the goods of any shipper or for the transport 
of any part of his goods as may be agreed between the 
carrter and that shipper. 

Any Agreed Charge requires the approval of the 
Board of Transport Commissioners before it may be made 
effective and may be for such period as the Board thinks 
firty 

The Board will not approve any Agreed Charge if 
in its opinion the object to be secured by the making of 
the agreement can adequately be secured by means of a 
special or competitive tariff. The object being to hold 
the traffic to the railway, the publication of ordinary 


competitive rates often is merely used by the shipper to 
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Dargain’ ror’ lower raves with competing carriers. © “The 
advantage of the Agreed Charge is that it binds the agree- 
| ing shipper to ship his traffic or a specified proportion 
of it, by rail for the term of the agreement. 

Particulars of any Agreed Charge must be lodged 
with the Board within seven days after the date of the 
agreement and notice of an application to the Board for its 
approval of the Agreed Charge must be given at least 
thirty days before the hearing by publication in the Canada 
Gazette and in such other manner as the Board may direct. 

Under the Act, the Board may not approve an 
Agreed Charge applying between competitive points unless 
joined in by all competing carriers by rail. 

Agreed Charges must be expressed in cents per 100 
lbs. or other units as the Board may approve, and be the 
same for one car as for any greater number of cars. 

Any shipper who considers that he will be dis- 
criminated against may object to the making of such Agreed 
Charge, or may apply to the Board to fix a charge for his 
business, subject to the same terms and conditions as the 
Agreed Charge complained of. 

The Board, in General Order No. 581, dated Jan- 
Uary ‘28st, LoSoedireened that notice of application, 
accompanied by copy of the agreement, in addition to being 
published in the Canada Gazette, should also be sent to 
various Boards of Trade and Chambers of Commerce throughout 
Canada, as well as to the Canadian Manufacturers Associa- 
tion, Canadian Industrial Traffic League, Canadian Lumber- 
men's Association, Transportation Commission of the Maritime 
Board of Trade, Western Manufacturers Association and any 
other companies or organizations who may be directly inter- 
ested. 


These regulations unquetionably serve to protect 
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fully the interests of the shippers and of competing 
carriers. The fullest publicity is given, well in advance, 
of any proposed Agreed Charge, and there is every opportun- 
ity for all shippers to make sure that no undue preference 
or unjust. discrimination will result. 

A shipper with only a small volume of traffic has 
the opportunity of obtaining the same charge as a shipper 
with a large volume of the same commodities, either through 
negotiating an Agreed Charge with the railways or by 
applying to the Board to have a charge "fixed" for his 
business. 

On any application for an Agreed Charge the Board 
must have regard to all conditions which appear relevant and 
in particular to the effect which the Agreed Charge is 
likely to have, or has had, on the net revenue Or Tne 
carrier and on the business of any shipper who may object. 

Agreed Charge tariffs have been published by the 
railways and approved by the Board on the following com- 
modities moving to or from specified points, or within 
specified areas: 

Butter 

Advertising Matter and Sanitary Supplies, L.C.L. 
Goal. and, Briquettes 

Lumber and Forest Products 

Petroleum Products 

Disinfectants and Sanitary Supplies - Tac fos," 
Eggs - L.C.L. 

Latex 

Salt 

The Appendix at p.80 shows particulars of 
representative movements under Agreed Charge tariffs in 
poth Eastern and Western Canada, namely, length of haul, 


the Agreed Charge, the average loading per car and average 
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earnings per car, per car mile and per ton mile. Summary of 
the average haul and average per car mile revenue for the 
movements shown in these tables for both Eastern and 
Western Canada as compared with all traffic for the year 
1948, is as follows: 

That is at the bottom of page 89 of the submis- 
Sion; I won't read that now, because I am seat to comment 
OF (LU, Lauer. 

It will be seen that the average per car mile 
revenue from Agreed Charges is substantially in excess of 
the average per car mile revenue for all traffic for the 
year 1948 and they can therefore be taken as compensatory. 

COMMISSIONER ANGUS: Q. What happens if a shipper 
breaks his agreed charge agreament? 

MR CARSON: Q. Dr. Angus would like to know what 
happens if a shipper breaks his agreed charge agreement? 

A. Well, there is a penalty clause in the agreed 
charges, in all agreed charges. I will read the penalty 
clause from one agreed charge, C.T.C. (AC) No.41. The 
clause reads: 

"Upon default on the part of the shipper the 
railway shall have the right to recover from the shiper 
Shipper for all merchendise shipped hereunder, the dif- 
ference between the agreed charge and the charges 
based on the regular tariffs in effect at the time of 
Shipment of such merchandise, and in addition thereto 
Shall be entitled to liquidated damages at the rate of 
ten per cent of the agreed charge on all merchandise 
Shipped otherwise than in accordance with the pro- 


visions hereof.” 


(Page 14015 follows) 
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- 14015 - Mr, Jefferson 


Q.fhank you. Now then, what further comment do you 

went to make on the subject of agreed charges, Mr. Jefferson? 

A. The agreed charges suthorized by Part 5 of the 
Transport Act of 1938 are to permit the railways to meet 
unregulated competition by means of a contract between the 
railways and the interested shippers. It has been stated 
before this Commission that the agreed charges prefer a 
large shipper to the detriment of a small shipper. MThis 
is not so. The intention of the railways to enter into an 
agreed charge with any shipper is given the widest publication 
well in advance. I think this is clearly outlined on the 
pages of the Submission which I have just read. 

Particulars of any agreed charge must be furnished 
to the Board within 7 days after the date of the agreement. 
Notice of the application to the Board must be published in 
the Canada Gazette at least 30 days before the hesring. 
Notice of such application with copy of the egreement must 
be sent to the various Boards of Trade and shippers! organ- 
izations as well as to industries and other organizations 
who may be interested throughout Canada. The Board will 
not approve any agreed charge which can be taken care of 
by tariff publication. The Board will not approve an agreed 
charge applying between competitive points unless joined in 
by 911 rail carriers. These sre all provisions on the Act. 

When an agreed charge is established, any shipper, 
no matter how large or how small, may apply to the railway 
or the Board to be given the same charge, and I knowof no 
case where such application has been refused where the 
applicant was prepared to agree to the terms of the contract. 
Any agreed charge is applicable to one carload or to any 
number of carloads. 

Q@. How many agreed charge tariffs are there in 


Canada, Mr. Jefferson? 
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Se OLo. = Mr. Jefferson 


A. At the present time there are 14 in Eastern 
Canada and 9 in Western Canada, a total of 23. 

Q. Do any of these agreed charge tariffs cover 
extensive movements? 

A, Yes sir, 6 of the agreed charges in the east 
apply to petroleum products from the refineries, marine termi- 
nals, or storage tanks. Petroleum products also move from 
Calgary snd Edmonton and points in the Lloydminster area 
to points in Alberta and Saskatchewan at agreed charges. 
Agreed charges are in effect on a number of other commodities 
in both Eastern and Western Canada as listed on page 89 of 
the Submission, 

Now, a statement showing particulars of the agreed 
charge tariffs in both Eastern and Western Canada was furni- 
shed to the Traffic Advisor of the Board, and is contained 
on pages 11306 to 11310 of Volume 59 of the Transcript. 

MR. FRAWLEY: Is this the complete list of agreed 
charges that you are now referring to? 

eee oe. 

Q. It does not contain as much information, - 
suppose, as is on page 80 of the Appendix? 

MR. CARSON: Mr. Frawley is asking whether what was 
furnished to the Traffic Advisor of the Commission is as 
complete as is shown on page 80 of our Appendix? 

A. Well, no, the statement that was furnished the 
Board's Traffic Advisor was merely a list of the agreed charges, 
the commodities on which they applied and the territorial 
application. 

MR. FRAWLEY: Mr. Jefferson, you have not got the 
agreed charge on petroleum products out of Sarnia. There is 
one there, is there not? 


A. Yes sir. What do you mean we have not got it? 
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- LAOLT - Mr. Jefferson 


@. On page OO”, and would it be @ lot of trouble 
if you just added that? 

A. You mean we did not have any examples? 

Q. No, you did not include it from Sarnia. If you 
would give me one out of Sarnia for the same distance as 
the two you have given out of Calgary. You have given 
one for 62 miles to Canmore and one for 127 miles to 
Lethbridge. If it would not be too much trouble, would you 
give me the agreed charge rate out of Sarnia for either 
one of those mileages? 

MR. EVANS: Mr. Frawley, I am told that we supplied 
that information to Mr. MacPherson out West. I do not know 
whether it got on the record or not. 

MR. FRAWLEY: In these proceedings? 

MR. EVANS: Yes. 

MR. FRAWLEY: Well, if you would give the one out of 
Port Credit. There is no purpose in asking for Sarnia - 

If you would look at page 80, you do show one for the British 
American out of Port Credit? 

A. Maybe I can answer your question this way. We show 
an agreed charge rate on petroleum pr. ducts from Calgary to 
Canmore, 62 miles - 15¢. Now, the agreed charge in the upper 
part of page 80 from Port Credit to Kitchener, 67 miles, is 
13¢. Now, it would be the same for 67 miles out of Sarnia 
as out of Port Credit. | 

Q. Could you tell me what it would be out of Port 
Credit for 127 miles? You need not stop now; that can be 
put in any time, 

A. We have 10 right here, 

MR. O'DONNELL: It is covered by Agreed Charge No. ll. 

THE WITNESS: 23¢. 

MR. FRAWLEY: Fine, thank you. There is one other 


thing I would like you to do if you could. Would you give 
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us what the rate would be in the absence of the agreed charge 
just for the instances on page 80 - nothing more than that, 
and that can be done, as far as I am concerned, any time when 
we resume at the end of January, Mr. Csrson. 

THE WITNESS: Yes, I can do that. 

MR. CARSON: You had referred to what was handed to the 
Traffic Advisor of the Commission. Is there anything more 
you want to say about that or may I go om to the next question? 

A. I think we can go on for the moment. 

Q. Now, in the Manitoba Submission, Chapter IX, page 
13, it is stated that "Tnis Commission should recommend that 
agreed charges should be subject to the criteria Suggested 
by Mr. Wdkeras applicable to competitive rates, namely, they 
Should be no lower than is necessary, to retain the traffic 
and no lower than a level which will return to the railway 
something more than the out-of-pocket cost of the Service", 


What have you to say about that, Mr. Jefferson? 


(Page 14019 follows) 
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-14019 - Mr. Jefferson In Ch. 


A. In making this recommendation, the Manitoba 
Witness apparently had no information, nor was he 
familiar with the earnings received by the railways under 
the agreed charges. 

We Lee. 

A. Page 80 of the Appendix feerart 1 outlines the 
earnings for representative movements at agreed charges 
in both Eastern and Western Canada, the earnings, both 
per car mile and per ton mile, are very much in excess of 
the average earnings for all traffic, with the exception 
of the ton mile earnings on salt from W'ndsor to Shawinigan 
Falls, but on which car mile earnings are in excess of 
the average Tor 811 traffic. 

Page 80 of the Appendix shows that on salt from 
Windsor to Shawinigan Falls, for a haul of 672 miles, the 
rate is $4.72 4 net ton. The ton mile earrings are 7/10 
of a cent; and while the car mile earnings for the average 
loading of 105,000 pounds per car is 30..0¢,; the 
railways are receiving fully remunerative revenue on traffic 
which they are handling under agreed charges. 

THE CHAIRMAN: Q In other words, do you apply to the 
making of agreed charges the same rule that you apply to the 
fixing of competitive rates, that is, that they must be 
compensatory? 

A. Do we follow the same method? 

MR. CARSON: Q. The Chairman wants to know if you 
follow the same rule in fixing agreed charges that you do 
in the case of competitive rates, that is, that it must be 
reasonably compensatory? 

A. We follow the same rules that I mentioned, yes, in 
determining whether a rate was compensatory, yes sir. I 
mentioned them yesterday. 


COMMISSIONER ANGUS: Q. Might I ask Mr. Jefferson why 


sin | 
of sew aon 
yoann sa as 


c hae 
j . 
' | e C > 
a 
i 
® p 


caiag : a 


i 


ats esa tloge. #404 ‘ot! 


eogiada ae oe eda | 
dvod .saairras adr stn peo em | She weedent atod at a 


i 
Yo seooKe wh toon. ray sah Bee asd bint bine of tie +65 40% we | 
Holiqeoxs sa? dttw ony fis: vo" eenteres ogerers oid. eae - 


a 


7 


pegiatwe G8 of TORR Wires tited: ii abritiies olin mex edé to «- 
Yo) Bowes nh eta age: feet afim “oo dvtdw mo ud allel ~ 
| .oftterd Ife not dgateva edd 
mort i] ee sts SO e¥ode. wEbasquAl art to 06 sand ae 
ont (ostra St? to Get w tot ,efle™t aogtatwade 2 noubait a 
‘ OF\h exw anefetes oft wer ed? .nod gam o SY. 6% of set = 
} surinaye ed tor aandenee ot ia te0 a Ag fist tas {ines & 1s i 
" seit 80. 8E et ven teq abraog 000,20f Yo antbacl ; 
eettioss ms avnavet onl tavsniet eo fut yateuleset as wrewl far on 
, -esgronta Bos tyt tofamec aekioaed eta god cdo trie 
aft ot Gl4G8 wow of ,sbvew vodile of 8 MAMAN ant 
[ 
ee ed vigas vor feel oars gate onl santero beotgs to weitdew 
of teum vert datt ah edd shod et sviditiadaoo to antxtt 
i | vt OF Fenoowos 
Phone vat amex ot wolfet ow o@ 4A 
woe tf worwl ot etnow neeriadS efT .— + +HORAAD , AM 
Ob wey todd cowtads beotes galxli at ofut gmes odd wolfot 
oc teup 3 gadd .2t todd god on gvi iseeeos 4n ean oAfg mt 7 


Synod sancqmoo appescsaws 


yeav .benotinem I dat? seivs ome ont woffet o .A 


I 


tis tev CIOs Bates BoM sete ods os angniariessh 


-~ 14020 - Mr. Jefferson In Ch. 


there is such a high turnover in agreed charges? 

MR. CARSON: Q. Commissioner Angus wants to know 
why there is such a high turnover in agreed charges? 

A. You mean, in the number? 

COMMISSIONER INNIS: There are 42 altogether, and 
eS 8re nowsin, the tariff, jis that wient? 

MR. CARSON: @. You have 42 altogether, and 23 are 
now in operation? 

A. Oh, well, that-is, because, like tariffs, they 
are reissued from time to time. We said here that we now 
have 23 agreed charges. 

COMMISSIONER INNIS: Q = Yes. 

A. But there have been 42 issued. Now, some of them 
have been re-issued, perhaps, three or four times since 
the agreement was made. 

Q. Are there any which have dropped out? 

A, I mentioned one which I can remember, the agreed 
charge on pretroleum products out of Calgary. That was 
an agreement that was made a little differently from 
the others, in that it had to have a new agreement every 
year. 

While now we adopt the policy of making agreed charges 
for. & year with 8 continuine clause carrying them on from 
year to year, subject to termination by either party after 
one year, on a certain notice. 

MR. CARSON: @Q That is like an agreement to the 
effect that. it is for a year, unless it is terminated, and 
15 continues on, te that 1t7 

A That is right. But the reason for the turnover is 
that, like tariffs, you are always re-issuing them or 
publishing new tarrifs, and so on. 

MR. CARSON: Does that answer your question, Dy. 
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COMMISSIONER INNIS: I think so. Thank you. 

MR. FRAWLEY: Your lordship, you asked the witness 
if the principle which he applied in making agreed 
charges was the principle which he mentioned yesterday. 

Mr. Jefferson himself says at the 'top of page 90: 

"It will be seen that the average per car mile 

revenue from agreed charges is substantially in 

excess of the average per car mile revenue for 

all traffic for 1948, and they can therefore be 

taken as compensatory." 

Therefore, I take it Mr. Jefferson's conception of 
what "compensatory" eee means that the’ - per car mile 
revenue standards must be in excess over per car mile 
revenue. 

THE CHAIRMAN: Is that how he proves the application 
of the rule? I asked him if he followed the same rule 
in fixing an agreed charge as he followed in fixing a 
competitive rate. You know what that rule was. Mr. Walker 
gave it to wus 

MR. FRAWLEY: I did not know that Mr. Jefferson had 
said he had been following Mr. Walker's rule. 

THE CHAIRMAN: But that is what he just told me. However 
you can ask hym yourself. 

MR. FRAWLEY: Q. Mr. Jefferson, when fixing a 
competitive rate, do you follow the rule that it must return 
out-of-pocket expenses plus something more, and that it 
must not be lower than is necessary to obtain the traffic? 

A ase MES i « 

Q You do % 

A. I would not knowingly make a rate which did not 
pay us our out-of-pocket costs plus something to meet other 
costs; and if I was satisfied that it was less than out-of- 


rocket costs, J, would forego the. traffic. 
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Q. I thought you did that by looking at last year's 
average per car mile revenue, or per ton mile revenue, to 
see how the rate you were asked to give compared with that. 

Ae That its oné-of “the yard stieks: 

avr OF, “Lt te “one oF *thée yaravyeuleks; ifs Pt?" Then ‘what 
else do you do? 

A. In making competitive rates or agreed charges, we 
have got to determine what rate is necessary to meet the 
competition. 

ag. Veloso 

A. Then we have to find out whether we bovta HIN) Oe 
revenue that we obtain from that rate is compensatory. 

Q. Yes, yes? 

A. Now, as I said yesterday, you have got to take into 
consideration the loading per car, your car mile earnings, 
and your ton mile earnings,and weigh all these things, and 
then decide whether you think it is good judgment to make 
the rate necessary to obtain the traffic. 

Mi MCARSON? ‘Q's? Does that apply ‘both in “the icase’ of 
competitive rates and agreed charges? 

fe. “Les? Sy hr 

MR. FRAWLEY: Q. Just dealing with the question of 
making certain that it returns your out-of-pocket expenses, 
do you endeavour to ascertain the out-of-pocket expenses, 
for instance, in moving petroleum from Calgary to Lethbridge? 
What yardstick do you use there? 

A, We do not endeavour to determine what the out-of- 
pocket costs are for moving traffic from Calgary to Lethbridge, 
no. But if the earnings we would receive would result in 
the earnings being much higher than the average, then we 
would not think that we would make any mistake to meet 
competition which we have to contend with. 
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is my point. It is done by measuring -- and I am not 
criticizing you at the moment -= but it is done by 
measuring it against last year's average and the other 
indices, which practice is, as I understood Mr. Walker 
to say, that a competitive rate must always return out- 
of-pocket expenses plus something more, which he did not 
say, towards the overhead. 

But that might not be praticable; and here we have 
the gentleman who actually makes the rate, and he now 
Lelis.us; the ti he. would-~finds it. difficult; ifinotdimpossible 
almost, to know what his out-of-pocket expenses were in 
moving petroleum products from Calgary to Lethbridge. 

THE CHAIRMAN: I suppose that would apply to any 
rate, whether it would be competitive, normal, or anything 
else. 

RM weHRAWLEY Age That ds right. 

MResEVANSs wlhis,practice, my Lord, is well ‘known in 
the United States. Moreover M?.- Frawley's own brief 
contains in the schedule the tests which are applied by 
the Interstate Commerce Commission as to whether these 
rates can be considered absolutely compensatory; and they 
use that same practice of looking at the car mile and the 
ton mile earnings. 

COMMISSTONE ANGUS: What evidence does the Board 
require? I see under Section 35 subsection 13 of the 
Transport Act that it shall have regard tothe net 
revenue of the carrier, to the effect of the net revenue 
of the carrier. 

MR. CARSON: I believe Mr. Evans is quite familiar 
with the practice before the Board. Perhaps he might 
answer that question. 

MR. EVANS: I am sorry, but what was the question. 


COMMISSIONER ANGUS:. Section 35 subsection 13 of the 
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Transport Act says that the Board, on any application, 
shall have regard to the net revenue of the carrier. IS 
there some routine practice as to the type of evidence 
that the Board requires, or that, at any rate, the Board 
receives? 

MR. O'DONNELL: My lord, I think that I might possibly 
answer that question. 

In the McColl Frontenac Oil Company case, which had 
to do with agreed charges between Fort William and Regina, 
very detailed information was put before the Board through 
the traffic officers of the railways, as to what the 
financial aspects of the agreed charge would be, and what 
the net revenue, or what betterment of the net revenue 
would be. Those matters were gone into in some detail, 
and it was shown that unless the agreed charges were made, 
the net revenue position of the carrier would not be as 
good as it would be otherwise. 

I remember that various types of crude oil, for 
instance, in that case, the different gravities were 
considered and the revenue which would result from the 
carrying of crude oil of one gravity as compared to the 
carrying of crude oil of another gravity was gone 
into, and the outbound and the inbound results were gone 
into in very considerable detail. 

The exhibits demonstrated that the position of the 
carrier would be bettered on the traffic contemplated by 
so many dollars, a definite number of dollars. 

COMMISSIONER ANGUS: Could you possibly satisfy this 
condition of the Act if the rate was not compensatory? 

MR. O'DONNELL: I do not think so. 

MR. EVANS: You could not possibly. 

MR. O'DONNELL: The Board would not approve it. There 


is no question about that. 
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MR. EVANS: Quite obviously one of tus things that 
the Baard is accustomed to look at is the car mile 
earnings. And if the Board were satisfied that the railway 
would loose the traffic if it did not establish the 
rate, they would be satisfied with evidence of that nature, 
I mean of the rule of thumb approach, unless it were 
Challenged, in which event 2 special study would have to 
be made. 

MR. FRAWLEY: In answer to what came Prot Commissioner 
Angus, I would like to saythat I believe the McColl 
Frontenac case was one which was protested vigourously. 

It was challenged by the Imperial Oil Company and some 
associate companies. 

THE CHAIRMNA: On what ground? 

MR. FRAWLEY: On the ground that it should not have 
been made; on the ground, I suppose, that it was unfair 
competition on several grounds. 

THE CHAIRMAN: Did any of those grounds deal with 
its effect? 

MR. FRAWLEY: Having been challenged, this McColl 
Frontenac case is one in which some detailed information 
was furnished -:with regard to net revenue because Imperial 
Oil and associated companies were there. But Te submit 
that in the normal case, where there is no Objection, what 
evidence is there, and how can the Board be satisfied that 
it will better the net revenue of the carrier? 

Mr. Evans has explained . that it is JUSt a rule of 
thumb, in looking at last year's revenue. 

MR.O'DONNELL: The railway must satisfy the Board 
in each case. And in the McColl case I am satisfied that 
the Board would not have approved the agreed charge unless 
the revenue “ ‘position of the carrier would have been 
bettered. 


In Exhibit 5, the Commission will see that it contains 
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under the heading: 

"Effect Upon Net Revenue of the Carrier" 
the following; I do not know if I should read LG 3 DUT 
Lo Saves 

"Witness Knowles for the Applicants submitted 

Exhibits 4 and 5 showing that a substantial increase 

in net revenue would accrue to the railways by 

the operation of the Agreement compared with the 

former methods of distribution, which included 

the haulage inbound on crude oil and the movement 

of refined products by truck and rail. Subsequently, 

when it was alleged by objectors to the Agreement 
that a lower gravity crude shipped via the Lakehead 
would be the only supply available to the Shipper, 

Exhibit No.15, compiled in a manner similar to the 

previously mentioned exhibits and including 

refined black products, showed that substantial 
improvement in net revenue would still be the 
result, 

These exhibits have been carefully analysed by 

the Board's Bureau of Transportation Fconomics 

and the premises have been varified. I find, 

therefore, that there will be no adverse effect 
upon the carriers' net revenue -- in fact it can 
reasonably be assumed the net revenue will be 
materially improved." 

And those exhibits four, five and fifteen were 
especially put in to show the result that the carriers 
position would be better by so many dollars, if the 
agreed charge were approved. 

MR. FRAWLEY: That evidence was offered after 


objection was made to the approval of the agreement. 
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MR. O'DONNELL: The Board will not allow an agreed 
charge to be approved unless the provisions of the Act 
are satisfied. 

MR. FRAWLEY: Those exhibits by Mr. Knowles were 
worked out, and the studies were made in that detail after 
the approval of the agreed charge had been challenged by 
Imperial Oil. 

MR. O'DONNELL: The assertion was made and the Board 
accepted it. The statements were made in voluminous 
correspondence. 

MR. EVANS: I would like to ask Mr. Frawley if, 
looking at page 8, and seeing as a whole there the car mile 
earnings on these agreed charges, which are there given, 
Whether he thinks there is not a prima facie case of meeting 
out-of-pocket costs, because it seems to me that there is 
& tendency here to create a lot of confusion about this when, 
in fact, there is no confusion about it. 

Any one could conclude from the fact that the revenue, 
the average car mile revenue on the system is, let us say, 
34¢, and that the average car mile revenue from agreed charges 
would range from 70, 96, $1.19 to PL OF 3 | bo even suggest 
that it does not meet out-of-pocket/would, i think, ibe 
almost laughed at. 

It seems to me that my friend Mr. Frawley does not want 
to look at this thing from a practical: standpoint. He wants, 
or suggests, that the Board should make a case study of 
every case of a competitive rate, while as a matter of 
practical operation it is unnecessary, in our contention. 

MR. FRAWLEY: It seems Strange how these things can 
develop. I challenged agreed charges because they are unfair 
to the small business man. I only raised the question this 
morning dealing with the whole subject of what rappens when 


a competitive rate is made and when an agreed charge is made 
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and the discussion we had arose because it was thought 
we should know from Mr. Jefferson what rules he followed 
in fixing an individual rate. But I think we know now. 

I am not suggesting for a moment -- I can read 
English as well as my friend -=- I am not concerned whether 
these are proper revenue producers to the Canadian 
Pacific or not. All I am concerned with is whether the 
Board of Transport Commissioners will satisfy itself, 
in each case, that the net revenue will be better. 

I question that because of the difficulty surrounding 
the task. Perhaps Parliament should not have put that 
task upon them. 

I say that agreed charges should come out because 
they are unfair to the small business man. 

MR. O'DONNELL: But you have proved that a number of 
small business men use them. 

MR. FRAWLEY: That is just a broad statement. 

THE CHAIRMAN: I am not saying anything about it at 
ali, but it may be, as you say, that the Act; tin its 
present form, may contain some unfairness towards the 
smail shipper, which you say it does. 

MR FRAWLEY) 2 say that 1trdoes. 

THE CHAIRMAN: Therefore you submit that all these 
provisions regarding agreed charges should be taken out? 

MR. FRAWLEY: Yes, Mr. Chairman. 

THE CHAIRMAN: Do you think it would be possible to 
amend them so as to protect the small shipper? 

IMR. FRAWLEY: Perhaps some method could be worked 
out. 

THE CHAIRMAN: You are speaking on behalf of the 
Small business man, the small shipper? 

MR. FRAWLEY: That is right. The Imperial Oil 


Company, @ very large concern, thought it was a bad thing: 
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On the other hand, the Lion 011 Company, 2 much smaller 
concern, does not. 

THE CHAIRMAN: Could you draft some amendment, 

Mr. Frawley, to meet the case of the small shipper? 

MR. FRAWLEY: I thought I would try with a very 
short one, calling Tor its repeal. 

THE CHAIRMAN: But anybody could do that. 

MR. FRAWLEY: I shall see what can be done to make 
it fairer. For example, the Lion Oi1 Company cannot 
meet the conditions. Mp. Jefferson makes it sound very 
simple, but the smaller business man can only get it 
if he meets the condition. 

THE CHAIRMAN: We need not pursue the argument any 
Pan ee time. “And if you would be so kind as to 
draft your proposal, then at the proper time we will 


argue its merits. 


Very well. We shall take a few minutes recess now. 
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---Upon resuming after recess. 

MR. EVANS: I am quite sure your lordship is 
tired of hearing from me on this subject, but I do want 
to put an end to it if I can. My friend, Mr. Frawley, 
made certain suggestions, and here is a short paragraph 
from the appendix to his own brief which also appears 
at page 11863 of the transcript. The heading of the 
paragraph is, "Ton-mile, car-mile and per-car revenues." 
The paragraph reads: 

"The difficulty, expense and delay involved in 
elaborate cost studies means that the great majority 
of fourth-section applications must be disposed of 
without the aid of such studies. In most fourth- 
section cases judgment as to the compensatory 
character of the proposed reduced rates is reached 
from a consideration of ton-mile, car-mile, and 


per-car revenues. Statistics of this nature appear 


through nearly all of the fourth-section reports." 
There follow a number of pages giving the decisions of 
the Commission in yest ous cases. 

THE CHAIRMAN: Of the Board? 

MR. EVANS: Of the Interstate Commerce Commission, 
where this very question is up under fourth-section 
applications. They have approved during the thirties 
for fourth-section relief car-mile earnings as low as 
LOvand ie.centss \f am noticoine tolrepeat all this so 
the Commission, but they will be found at pages 11864, 
11865 and 11866 of Mr. Frawley's brief and in these pages 
of the transcript. 

MR. FRAWLEY: I do not quite know why my friend 
should call that to the attention of the Commission. All 
I have said is that it would appear that the Board on 


applications to approve fixed charges which are not 
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objected to simply looks at the net revenue, andI am 
not even taking that from my friend. He says they look 
at the net revenue by applying certain rules. I am not 
objecting to that. I am simply pointing out that is all 
they do. 

MR. O'DONNELL: You don't know what they do nor 
do we. If we want to go into that we can ask the Board's 
pratfic officer and the Bureau of Eoconomics. It is not 
fair to say that they do not do anything else. 

MR. FRAWLEY: When my friend pointed to the 
elaborate studies that were made in the McColl-Frontenac 
case I simply said that they were made after there had 
been objection. 

MR. O'DONNELL: I don't know but what they do 
the same thing even if there is no objection. The Board 
has to satisfy themselves. 

THE CHAIRMAN: They have a certain duty to perform 
under subsection 13-A of section 35. Have you any means 
of knowing whether they performed that duty properly? 

MR. FRAWLEY: No. All I said was it was apparent 
in the McColl-Frontenac case these elaborate exhibits of 
Mr. Knowles were put in after objection. I seek to say 
no more than that. 

MR. EVANS: What is the point? 

MR. O'DONNELL: What is the point? The Board's 
duty is there at all times, and they have to satisfy that 
duty. 

COMMISSIONER INNIS: May I ask Mr. Jefferson why 
there is such a limited number of commodities on which 
these agreements have been worked out? 

MR. CARSON: Q. Dr. Innis would like to know 
why there is such a limited number of commodities in 


respect of which these agreements have been worked out? 
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A. Of course competitive rates and agreed charges 
are for the same purpose, to meet competition. Under the 
agreed charge Act we are not supposed to make agreed 
charges where the movement of the traffic can be taken 
care of by the publication of a commodity tariff. It is 
in instances where we feel that we cannot control the 
securing of the business without an agreed charge. What 
I mean by that is that there may be two shippers of the 
same commodity from point A to point B. One will agree 
to give us the business, all the business by an agreed 
charge. The other shipper will not agree to give all the 
business to the railways. If you put the necessary rate 
into a commodity tariff the shipper who would give you 
all the business might continue to do so, but the shipper 


who says he will not give all the business would move such 


business as he wanted to on the competitive rate and ship 
the rest of it by some other mode of transportation. 

COMMISSIONER INNIS: Q. It is very striking that 
you have only three or four commodities altogether, and 
by far the greater proportion of those are petroleum 
products. Is there something peculiar to petroleum 
products? 

A. No, sir, petroleum products come within the 
explanation that I gave. There are a number of shippers 
of petroleum products, some of which would abide by the 
agreement and some of which would not. We do not want 
to give the shippers who Goadanee abide by the agreement 
agreed charge rates which they could obtain if they were 
in a commodity tariff. The only way we could control the 
Situation was through an agreed charge. Take the agreed 
charge on petroleum products out of Calgary. The two 
larger refineries in Calgary are British American Oil and 
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charge. British American Oil are not because they do not 
wish to agree to the terms of the agreed charge. There- 
fore when they ship by rail they pay the normal rates and 
are free to ship the balance of their. traffic by truck. 

MR. CARSON: Q. Just along that line, I was 
going to ask you if you can tell the Commission how many 
Signatories there are today to agreed charge agreements? 

A. At the present time we have 23 agreed charges in 
effect, but the number of signatories to the agreed charges 
is 118. Some of them just have one signatory, but the 
lumber one, which I am going to speak about later, has 
47 signatories to that one agreed charge. 

COMMISSIONER ANGUS: Q. Is there any real 
competition between Alix, Alberta, and Vancouver by truck 
for butter? It seems a tremendously long haul, 782 
miles. There is an agreed charge on butter which was 
the forerunner of the western Canadian charges. 

A. The agreed charge on butter -- I suppose you have 
in mind agreed charge No. 9 on butter from Alix, Alberta, 
to Vancouver. 

MR. CARSON: The one that is shown on page 80. 

COMMISSIONER ANGUS: Yes. 

THE WITNESS: That agreed charge, as I recall it, 
was not made because of truck competition from Alix to 
Vancouver. It was made because of the possibility of 
trucking from Alix to Edmonton and shipping -- 

THE CHAIRMAN: Q. The. possibility of what? 

A. Of shipping by, truck from Alix, Alberta, to 
Edmonton, and by rail right from Edmonton to Vancouver, 
and that made a lower rate than the rail rate from Alix 
to Vancouver. Therefore we made an agreed charge on the 
basis of the truck cost to Edmonton and the rail cost 


beyond to secure the entire movement by rail from Alix 
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Change 


Insert "and" after "Economucs” 

Insert "transportation" after "high- 
way" 

Delete the words "so much" after the 
word "fluctuated" 

"exclusive" should be "inclusive" 
"Personal" should be "pertinent" 
"regulated" should be "unregulated" 
"out-of-pocket" should be "traffic" 
Should read "not as competitors" 
"number" should be "Board" 

"advances" should be "provinces" 
"ynortion" in both cases should be 
"operation" 

Delete "4" 

"affected" should be "a factor" 
"considerable" shovld be "struggling" 
"and Palo" should be "Palo and Chaplin' 
"three" should be "four" 

First word should be "order" 


"talking" should be "thinking" 

Delete "which" 

"compel" should be "completion" 
Enclose in quotation marks "Hence 

GHOAW. ost he oe settlement” 

Insert "a great deal of" between 
"like" and "railway" 

Delete "figure" 

"characteristics" should be 
"characteristic" 

Close quote after "lines" 

Enclose in quotation marks "made the.. 
eyed Lhe Yeates country" 

N29 5210" Hin oko Sheendebe aslo in 19646" 
should be "921,785 in 1931 to 832,688 
Imu1gle" 

"economical" should be "economic" 
"reduction" should be "conservation" 
"acreage" should be "in agriculture" 
"23"should be"26"; "as against" should 
be, Hfon" 

Insert "..." between "agriculture" and 
"The. Cities" 

"service" should be "serve" 

Insert "..." between "populations" 

and "The wholesale" 

"near" should be "bear" 
"orovinces" should be "province 
"Taple 1V" should be "Table xX" 
"fuel" should be "full" 

"rates" should be "price" 
"1936" -should..be "19387" 

"1937" should be "1936" 


" 


"with" should be "bringing" 

"1940 to 1942" should be "1940 and 
1942" ‘a 
Delete "The Co-operative Growers or 
rather" ~~ 

Second word should be "herds" 
"surpasse"” should read "surpassed" 
Delete "on" 

Should read "printed brief, sub- 
section 7, deals with” 
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9975 
9936 
Spe 2 


9941 


9942 
9948 


9980 
9996 


10000 
LO0Z 3 
10037 
10045 
10048 
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10056 


10058 
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10096 
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last 
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Change 
Caennie Tt "to 52 I believe you are 
going to summarize in the same way" 
UAxVIL" should be ."XxXv111" 

"or" ghould be to 


"20.3 points" should be "21.2 points" 
"SSS points ) snould be “I S"peints: 


Should read "A. Well, I am not sure 
we would and I will put it this way" 


"wheat production" should be "western 
farm prices" 

"fixed rated" should be "fixed low 
rates" 

"keeping" should be "reducing" 

"at 75 per cent" should be by 75 per 
cent" 
Delete "who" 

"the last two" should be "seventeen" 


"field" should be "yield" 
"unfavourably " should be"unfavourable 
"nloicy" should be "policy" 


This sentence should read "We have in 
MLnG , Sir, e Chg CO Gsvelop fuk. 
use of the Hudson Bay Route would 
require strong support from a federal 
agency such as the National Harbours 
Board or the Department of Trade and 
Commerce", 


"poard" should be "Transport Board" 
First line of footnote "(194)" should 
read "(1914)" 


"it is understood" 

"THE WITNESS: That would 
an improvement ," 

should be "Ultimately" 


"pe proper at. lhe 
should. be’ fh, ae: 


should read 
Should read 
probably be 
vLcCimacery" 
Should read 


BUSS eyes Yes 


should be “RH. Yes" 


"so that" 


"(No enswer)" 
"to should be 
"economical" should be "uneconomic" 
"economical" should be 'economic" 
"Wreckless driging" should be 
"reckless driving" 

"reight" should read "freight" 

"a must" should be "imperative" 
"Section 11" should be "sub-section 
11" (eleven) 

"rate reductions" should be 
portation operations" 

After "review" add "of the other 
subsidy" 

After "1948" add "for Saskatchewan" 
Answer to last question should read: 
A. It probably has not any more than 
the amount: of the improvenents, In 
terms of what the economist regards 
as an economic rent, there probably 
has not been any increase in value or 
in economic rents At odoes not exist 
over most of western Canada." 
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Page Line Change 
LOROL ~16 thresher" should be "truck" 
10104 6th from 


Last "this" should be "each" 
10105 3rd from 
last "order" should be "year" 
10fi2 6 After "which"(and completing the 


sentence)should read "technological 
changes in the western economy were 
SO great as almost to vitiate any 
comparison that might be made." 


Vai "they" should read "he" 
10114 4 "I better" should read "I had better" 
10 "the other part" should be " 9 larger 
part" 
10120 5th from ‘new freight establishments" should 
last be "free freight arrangements" 
last "for" should be "from"; "dis" should 
be "distances" 
10123- 19 "ome" should be "more" 
1126) 3 "instead of should be "with" 
LOle7, <6 "prospect" should be "fact" 
9 "firms" should be "areas" 
10120 “10 "the 31% case" should be "the 21% Case" 
10132 13 (latter part) should read "Mr. Carson: 
now that my friend’ 
10136 §65 "had a" should be "had not a" 
one sy) may! /Warify' ‘should be. verify" 
LOT Fay 856 "frowns" should read "grounds" 
10146 865 "economy" should be "inspection"; 
"these" should be "accounting" 
10160 nt "while" should be "why" 
LOL Te th from 
Last ""shippers" should be "ships" 
(th from 
last "an American" should be "a Canadian" 
TOUT 36 "travelling" should be "conditions 
prevailing" 
LO1L74 2nd from 
last "receipts" should be "projects' 
10175 “20 "Edmonton" should be "Regins" 
TOL7TO 86 "grea" should be "year" 
LOth from 
last "it were" should be "we are" 
10178 7th from "within surplus" should be "out of 
last surplus" 
10200 Nth from 
; last Delete "$0" 
10222 18 "I quite egree" should be "I cannot 
L023 '% 14 agree" 
10237 14 "these kind" should be "that kina" 
10238 14 "ton" should be "town" 
10245 7th from "we had" should be "we have had! 
last 
10258) 17 "it tends" should read "he tends" 
10269 3rd & 4th "commensurate situation" should be 
from last "similar breaking point" 
LOevis Last "than" should be deleted, 
TO25 18 4 "industry or the interested" should be 
: "the industry or interest affected" 
202038 . 9 "disparity" should be 'Misabi lity" 
10207 6 "an accounting period" should be 


"an accounting opinion" 


Vor, 


63 


Page 


13307 
13612 


13313 


13314 


13319 


Line Change 

14 "lack of deficiency" should be "lack 
or deficiency”. 

Le "There are a few major centres" should 
be "There dare few'major centres". 

16 "A few major centres" should be "Few 
major centres". 

22 The word "routes" should be "rates". 

26 "interchange of single line" should 
be "interchange with single line". 

13 "Canadian National" should be 
"Canadian Northern". 

22 Delete the word "little". 


second line 
from bottom 
The word "nothing" should be "some- 


thing | 

iF "matter by legislation" should be 
"matter under the legislation". 

13 Insert the word "here" after the word 


"and", so that it should read "and 
here it is complaints..." 
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to Vancouver. 

MR. FRAWLEY: Q. Mr. Jefferson, just following 
up that point that Dr. Angus raised while it is fresh in 
our minds, you say there was no question of truck com- 
petition from Alix to Vancouver? 

A. That is my recollection. 

Q. Do you not know that Dench was negotiating with 
Johnson to move that butter from Alix to Vancouver? 

A ime ANOS ack LI" 

Q. I suppose we will have to go into the whole thing. 
Respectfully, sir, I understand there was a lot of dis- 
cussion between Dench and the Alix people about moving 
1t to Vancouver, and then he met the difficulty of the 
national park. 

A. Not to my knowledge. 

MR. EVANS: My friend can go into all these 
questions before the Board of Transport Commissioners. 

I cannot understand why my friend wants to obstruct these 
proceedings with whether or not a particular truck move- 
ment exists or was negotiated for a part of the distance 
or the whole distance. The Board had to be satisfied, 
and my friend can be heard. 

MR. FRAWLEY: I certainly do not like the word 
websetruct.. Dr. Angus asked Mr. Jefferson a question, 
and I know if it had been present in Mr. Jefferson's mind 
he certainly would have told the Commission. I thought 
Pawould,reoailato his mind the fact that Dench and the 
Alix Creamery were negotiating about taking that butter 
by truck. That is all. I want to say. I am not talking 
about my going to the Board of Transport Commissioners. 
You see, we have had that so often. What would Frawley 
be allowed to say before the Board of Transport Com- 


missioners? That is something that must be kept in mind. 
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My friends invite me to go there. It is something like 
Suggesting that we can go to the conciliation boards and 
be told we are not to be heard. 

MR. EVANS: That is nonsense. 

MR. FRAWLEY: Why would Frawley, representing the 
Government of Alberta, be allowed to say a Single word 
if he went there to talk about the butter rate from 
Alix to Vancouver? These things must be kept in mind when 
my friends keep taunting me and taunting me with an 
invitation to go to the Board. I have to have a status 
to go to the Board, and that is why I am before this 
Commission where I have a status. 

MR. O'DONNELL: You have no status here. 

MR. EVANS: May I suggest that my friend read the 
decision of the Board in the Inland Steamship case to 
which I made reference some time ago. 

THE CHAIRMAN: That decision says he can go to 
the Board? 

MR. EVANS: It shows how widely the Board 
construes the words "parties interested", and they will 
hear almost anybody. 

MR. O'DONNELL: Even Frawley. 

MR. FRAWLEY: I think they would draw the line 
at hearing somebody who said he was there representing 
the Government of Alberta. If the Inland Steamship 
Company case says that, we will frame a case on that and 
go to the Board. 

MR. CARSON: I cannot believe that the Board 
would shut off Mr. Frawley. 

MR. FRAWLEY: I believe they would. This is 
important because we hear it so often, go to the Board. 

MR. CARSON: Q. Mr. Jefferson, I think you were 


going to say something about agreed charge tariff C.T.C. 
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Nos. 725? 

A. Yes, sir. Agreed charge tariff/C/T.C. A/C Nov15 
applies on lumber and forest products in the Prairie 
Provinces of Alberta, Saskatchewan and Manitoba. This 
agreed charge on lumber in the west was first published 
effective October 1, 1940. There were 30 lumber firms 
who signed the original agreement, large and small. 

Since October 1, 1940, 49 additional firms have been added 


as participants at their own request, making a total of 


79. 


(Page 14050 follows) 
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32 firms have terminated their participation in this 
agreed charge by written notice, and a number of others 
changed their participation from one shipping point to 
another. At present there are 47 firms who are participants 
or Signatories in agreed charge No.15. This agreed charge 
has been supplemented 58 times. Some of the firms who are 
parties to this agreed charge on lumber in the west are 
quive Jarge ‘and others very smally -inifact, a: number: of 
them are. individual operators, but, regardless of this, 
each and every one of them received the same rates. I know 
of no case where a homer Shipper who made application to 
the railways for participation in the agreed charge was 
denied such participation so long as he was prepared to 
abide by the terms of same, 

The figures I have just enedormehon that the 
lumber shippers have been coming in and going out of this 
agreed chargelat their own discretior: 

I think the experience of this agreed charge 
tariff on lumber in Western Canada will absolutely refute 
the suggestion of the witness from Manitoba that under the 
agreed charge tariff the large shipper is being preferred 
to the detriment of the small shipper.: So far as the 
railways are concerned, we treat them all alike. 

MR CARSON: Q. Now, is there anything else, Mr. 
JOPrersonycon this tsubj] ect? 

A. Well, it has been suggested in one of the briefs 
of Alberta, I think, that agreed charges interfere with 
legitimate competition from other carriers. This is not 
So, because motor carriers, which are mainly the compet- 
itors, which the agreed charge is designed to meet, them- 
selves originated the idea of contracts with individual 
shippers. ~I venture to .say that the so-cahled contract 


carriers by truck are more numerous than the so-called 
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common carriers by truck. 

Q. Now, do you want to say anything more about the 
present situation with regard to agreed charges? 

A. Well, I would like to say that agreed charges, like 
compe titive tariffs, did not receive the interim increase 
of 8% on the llth October, 1949, but they are now--- 

THE CHAIRMAN: Q. Pardon me a moment. By the 
terms of these agreements, could they have been subjected 
to this increase? 

A. They could not have been subjected to the increase 
at the time. 

Q. At what time? 

A. They could not have been subject to the increase 
at the time, that is, on the llth October. You have to 
serve notice of termination and then re-negotiate, and that 
is being done at the present time. In some of these agreed 
charges agreement has been reached between the parties that 
they will be subject to the 8% interim increase, others that 

they Will not be subject to the increase, that they won't 
agree to it--- 

Q. What happens in that case? Does the contract come 
to an end or does it go on on the old terms? 

A. We served notice of termination on all the parties 
Signatory to the agreed charges that they would terminate on 
a certain date unless a new agreement was entered into. 

Now, where we could agree, where an agreement could be 
reached that the increase could be applied, it will be 
applied. Where the parties to the agreement Say they can- 
not continue to give the railways the traffic if we increase 
the agreed charge, then we sit down with them and discuss 

to determine whether we think they can afford to pay more or 
not, and they tell us why they cannot afford to pay more. 


Now, if they cannot afford to pay more, then we have to 
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decide if we will continue the agreed charge on the present 
basis. 

IL might mention the o11 companies. Now, the oil 
companies agreed to the 8% increase in the agreed charges 
on petroleum products in Alberta and Saskatchewan, that is, 
on petroleum products moving out of Calgary, Edmonton and 
the Lloydminster area. Now, meetings have been held with 
the oil companies with respect to the agreed charges on 
petroleum products in Eastern Canada, Ontario and Quebec, 
and. chey.have. proven. .to us..that, Pf we.-inerease the agreed 
charge rates in the east we are going to lose the business, 
they will withdraw; in fact one of them has withdrawn even 

without increasing the rate, but in that case the railways 
have decided that.they will continue the current agreed 
charge tariffs without increase. The oil companies made 
every effort .to,.prove,to us that the,mates should be 
reduced rather than increased, but we finally agreed that 
they wilb.continue.on the wresent..basis.. 

MR FRAWLEY:Q.Then, Mr. Jefferson, would you 
please have for us when we resume in January a supplementary 
statement briefly indicating what the rate will be in 
Calgary on petroleum products out of Calgary after you have 
re-negotiated at a higher rate, as against what the rate 
Will be out of Sarnia and. Port Credit in Ontario? 

A. Yes, sir. You can determine that by comparing the 
scales in the two agreed charges. 

Q. Rates out of Port Credit. and Sarnia will remain 
the same, but out of Calgary and Edmonton they wilil have 
Lic reaseo’ 

A. Them havermbeen increased, 

. The new agreed charge is already effective, if 2 
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AS «Yes, errective October Lith. 

Q. October llth, yes; then you would have to correct 
this statement on page 80, Mr. Jefferson? 

A. UIT, OVER. 

Q. Thank you very much. 

MR O'DONNELL: I would like to draw to the atten- 
tion of the Board that agreed charge No.42, which was made 
effective August 29, 1949, between the Canadian National 
Railways and the Shell O11 Company of Canada Limited on 
petroleum products has a clause in the conditions attaching 
to the agreed charge, which reads as follows: 

"Clause 7. The rate set out in paragraph "D" of 
this Agreement shall be subject to such increase as 
may be ordered by the Board of Transport Commissioners 
for Canada on the pending application for a general 
increase in freight rates and such increased rate 
shall come into effect on the effective date of the 
general increase so authorized." 

And .effective on the llth October, 1949, the rate was in- 
creased in conformity with the provisions of the 8% in- 
crease Judgment, so that it became effective llth October, 
20¢ per 100 pounds, instead of what it had been in the 
agreed charge as originally negotiated, effective August 29, 
1949. The earlier charge was 183¢. 

THE CHAIRMAN: Where does the Shell Company 
Operave? 

MR O'DONNELL: Well, this agreed charge is from 
Gaspe, Quebec, to Chandler, Quebec; and there is a marine 
pvoOrsgee* tank at Gaspe, Lam’ tald 2 

THE WITNESS: Mr. Carson, if the Commission would 
like me to explain what has happened to any of these 
agreed charges by these negotiations I would be giad to 


furnish them with it, unless the examples I have cited are 
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sufficient. Take this agreed charge on salt from Sandwich 
to Shawinigan Falls--- 

MR CARSON: I gather, Mr. Jefferson, that we do 
not need to go into that any more fully. 

THE CHAIRMAN: Not so far as we are concerned. 

THE WITNESS: All right. 

MR CARSON: Q. Now we come to another subject, 
in which I think Mr. Frawley has some interest -- trans- 
continental rates. That is dealt with in Part I of our 
Submission, commencing at page 90 and running on for 
several pages. Would you please explain to the Commission, 
Mr. Jefferson, the application of these transcontinental 
rates? 

A. The railways for competitive reasons have in 
effect transcontinental commodity rates on, first, west- 
bound traffic from points in Eastern Canada to British 
Columbia Pacific coast points, and, second, on eastbound 
traffic from British Columbia Pacific coast points to 
destinations in Eastern Canada. 

Q. Now, the Alberta submission entitled "The Long. 
and Short Haul Rule" states, on page 22 of that document: 

"Our research indicates that until the effective 

date of the Western Rates Case judgment there were no 

transcontinental competitive commodity rates of im- 

portance," 

Have you any comments to make on that passage of the 
Alberta brief? 

Ae “Yes, sir, It ip true the first: transeontinenta. 
tariff published by the Canadian railways was subsequent to 
the Western Rates Case of 1914. This, however, does not 
mean that there were no westbound or eastbound trans- 


continental commodity rates prior to that time. Prior to 


these tariffs being published by the Canadian railways the 
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rates were contained in tariffs published by the Trans- 
continental Freight Bureau at Chicago, and applied both 
westbound and eastbound the same as today. 

MR FRAWLEY: What was the date of that? 

MR CARSON: We are just coming to that. 

THE WITNESS: Reference might be made to Tana 
continental Freight Bureau Tariff No. 5-F, C.R.C. No.208, 
effective April 1, 1910, and Transcontinental Freight 
Bureau Tariff No. 5-G, C.R.C. No.319, effective August 6, 
1913. These tariffs contain many more westbound commodity 
rates than are shown in the tariffs in effect today. Now, 
the mere fact that the first tariff reference I gave was 
effective in 1910 does not mean that there were not some 
petore that. “Lam told\that this C.n.C.iveterence Tarigy 
5-F should be 268 instead of 208. 

MR CARSON: Q, That is the one that was effective 
hpril fy, 19107 

De, YES, Sire 

THE CHAIRMAN: These were all competitive tariffs 
even then, were they? 

MR CARSON: Q. The Chairman would like to know 
whether these were all competitive tariffs even then? 

fhe. Oh Ves. Sir. 
THE CHAIRMAN: What was the competition then? 


MR CARSON: Q. What was the competition then? 


(Page 14057 follows) 
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A. I don't think at that time - There were boats 
in operation from Montreal, if you will, to Vancouver, 
but the competition wes with the United States goods. 

Q@. United States Railways ? 

A. Yes, Sir, 

MR. CARSON: Now, Mr. Jefferson, have you a statement 
Showing a comparison of some of the rates as in effect April 
1, 1910, August 6, 1913, and November 1, 1949? 

Ree Lee Bar, 

MR. FRAWLEY: Mr. Jefferson, have you got the date of 
the first Canadian tariff that was filed efter the Western 
Rate Case? 

A. Yes, the 1910 and 1913 were Canadion tariffs 
but they were published in Chicago by the Transcontinental 
Freight Bureau and that is probably why you could not find 
them, but the first tariff published in the name of the Cana- 
disn Pacific Railway was in 1914, I think it was. 

MR, CARSON: This will be Exhibit No. 143. 


EXHIBIT 143: Filed by Mr. Carson: Statement of Rates of 
Selected Commodities from 
Montreal and Toronto to 
Vancouver in Effect April 
ty VOLO. heist 6), Lois 
and November 1, 1949 as 
Compared with Class Rates 
Applicable to These Commo- 
dities on the Same Dates. 
A. Now, the commodities which were taken for com- 
parative purposes of this statement were those included in 
Graphs 1 to 12 on pages 24 to 35 of the Alberts Brief en- 
titled "The Long and Short Haul Rule". 
MR, FRAWLEY: Which graphs, please? 
Mas. CARSON GL) bond's 
A. This statement shows that generally the commo- 


dity rates in effect on April 1, 1910, were a lower 
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percentage of the class rates than in effect on November l, 
1949. Now, we will take the first item, if you will, "Acids" 
and to compare like you should use the 30,000 lbs. minimum. 
In thet case, they are both the same. On April 1, 1910, the 
commodity rate was from 46.8% to 62.9% of the class rates 
where the goods were classified 3rd 4th or 5th. The comiiodity 
rate today is 79.8% of the class rate on the acids classified 
as 4th class and 92.3% on the acids classified 5th class. 

Now, take the barbed wire. In 1910, the commodity 
rate was 80¢ for a minimum of 40,000 lbs. and the 5th class 
rate $1.75. The commodity rate was 45.7% of the class rate. 
Now, to compare like with like you cannot take the 40,000 
lbs. minimum in 1910, and compare it with the 80,000 lbs. 
minimum for the Lower rate in 1949, but if you compare it 
with the 30,000 lbs. minimum, you find the present commodity 
rate with a 30,000 lbs. minimum of $2.18 is 69.9% of the 
5th class rate of $3.12, and where the commodity rate for 
30,000 lbs. minimum is $2.74, the commodity rate is 87.8% 
of the 5th class rate of $3.12. 

It just occurredto me that someone might ask why 
two commodity rates st 30,000 lbs. minimum. The explanation 
of that is that they ere in two separate items that have 
a different mixture of commodities. If there was a straight 
car of barbed wire, it would naturally move at the lower rate 
of. $2.18, if there was only 30,000 lbs... to be shipped, but | 
it depends on the mixture in the car whether the $2,.1a oF 
the $2.74 rate is applicable. 

Q. That is, if you had acids and some other’ commodity 
in. the same car? 

A. No, the barbed wire is probably a mixture of 


iron and steel commodities, but one mixture takes $2.18 and 
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snother mixture takes $2.74. Now, on page 74, taking 

canned goods, in 1910 the rate on condensed milk or evaporated 
milk was 95¢ for a 40,000 lbs  minimum,the 5th class rate 
was $1.75 and the commodity rate was 54.3% of the 5th class 
rate. Today, on a car moving at the 40,000 lbs. minimum 
weight, the rate is $2.09 and the 5th class $3.12. The 
commodity rate is 67% of the class rate, but if there was 

a car of 70,000 lbs., the commodity rate is 44.9% of the 

5th class rate. Now, on the canned goods like meats, vege- 
tables, ketchup, soups, etc., the commodity rate in 1910, 

was $1.05, 60% of the 5th: Class rate for 30,000 lbs. minimum 
car, whereas today the commodity rate is 67% of the 5th class 
rate for a 40,000 lbs. car and 44.9% of 5th class for a 
12,000 Tbe. «car. 

COMMISSIONER ANGUS: Are the class rates that are used 
inclusive of the 8% increase or not? 

MR. CARSON: Are the class rates that are used in this 
statement inclusive of the 8% increase or not? 

A. The class rates used in this statement would be 
inclusive of the 8%, because the statement is dated December 
1,.1949. — yes sir. 

MR. EVANS: The column actually shows at the top "Rates 
in Effect November lst." 

MR. CARSON: Is there anything you wanted to say sbout 
that middle date, August 6, 1913, or does thet pretty well 
Speak for itself? 

A. No, there is nothing I want to say about the 
August 6, 1913, column; it speaks for itself, and sometimes 
the percentage of the commodity rate of the class rate is 
higher than in 1910 snd others it may be lower. 

Q. And that date was selected because it was the date 


upon which the Transcontinental Freight Bureau Tariff 59 C.R.C. 
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319 came into effect? 

A. I may say the reason why we took those two dates, 
April 1, 1910, and August 6, 1913, is thet while we knew there 
were tariffs in effect before 1910, we could not find the 
teriff for an earlier date because they are destroyed; they 
are not kept for that number of years. Then, we wanted to 
take the tariff in effect immediately before the railways 
issued the tariffs themselves. This tariff of 1910, cancelled 
one that was in effect in 1909. The "5 - F" denotes that, 
because there was 5, 5A and so on, 

MR. FRAWLEY: You were going to give me the date, 

Mr. Jefferson, and you were interrupted. You were going to 
give me the date of the first Canadian tariff published as 
such. -lfyou,have not.got that handy,«do not bother... I 
thought you were just getting to it when Mr. Carson took you 
to something else? 

A. It was in 1915; it was right efter the Western 
Rates Case. 

MR. CARSON: Apparently I am interrupting when I 
examine my own witness. Now, Mr. Jefferson, what is the 
necessity for competitive west bound and east bound trans- 
continental commodity rates without their application to 
or from intermediate points? 

A, It is necessary for the railways for the protection 
of their competitive revenue interests to publish competitive 
transcontinental commodity rates without their application 
to or from intermediate points. There is actual and 
potential water competition via the Panama Canal between 
Montreal, St. Lawrence, and Atlantic ports and British Colu- 
mbia Pacific Coast ports. There is also competition with 
goods produced in other countries such as the United Kingdom, 


Europe, South America, etc., which reach or may reach 


. deb owy an cnt US otanbwns rams 
- eoits ow, at Fate. ere: et. mass wr plea 's nat ee » wa 


a . ie ee Ue 2 

‘oat ‘pork doinw fyepyow ey har. soe tt mh. pers nt 
—sadaehaseenetl arty. wauhaed. Beeb 19 ot nse ft St 8, 101 met, 
mT 

a ‘pedaew aanT [areata roghve derld oT tas! Jor." : 


‘< 44% Y 


siteyD ied “add veto't ad. y Leds iLiteweds Jd 312s “at, Vitsed orld aed ; 
ht 


Lites ste , saviieetoii-s ce red - orig bompat: A 


f . > oe o Ae a 2) P : ol i ; 
saad aod diaers -O" sab? ,OOOL MR toelis ak ew: ety eno 


“ SeddS: oft i on avis“or. gH RODRg Tee A ety :¥SIWART . AM; 
ts) A, 


' get ge : me -_ ae ty No i 4% : a 
Be aaheh.: sito: wot |= beg Watiadnz eremenoy Dae ,dostatteb.. pe) 


ie. 


J J 
. 
a) 
: mis ‘ “~ ‘ ‘ af can , ’ a fe & 7 ont ' : 7 
ge Pactat tice Tt hved. tetbansd Pers s 1 eae 10. 99eb ony of.9ovis ' 
—- {Pee Sir . ..s ; s + i f ~ 5 4 . 


: 5 r . Le 
~~ i Pet ree =2 thes wag hs > a ee ee eed i = yr gee) : rel R. 
“a ‘astiad tr ob: . VRReAI ems Tee: SOR SVER VOY Ass OMG. 


' ae ot te " - , 
A ; SOBEL p BMttil ite i stad Oe 7 . 


Mé 
7 y 
a ee ef | a oe oy 5 a a ae ean ? : roawk: aot oT : ; 
yi riS< "2 : 2 : ‘ : a 3, M 3 ae JES LT _v a ite DS oP t oe iV Ns ments, nal oes. - o> j : 7 
4 ee 
5 
7: 
a“ - -. ’ 
} a’ = sO. rel Jan, ; 7 
' 
' 
er oni >) 
ay ep § hee Do mr vas aa * - 
- 4 Aw. BD MDT Nee StS? TSE. Ls “it Pes POCA PR A fot oh Peay Me 
| 
: 1 
ae 4 wn, OTS os FS ~ Pee. ~ r ~ 
ety. ras Lee ‘ Sacre wah: ¢ceat vires fed AX Ts. %,° Vit Gat SitsbSxXs 
y 
% a re. “4 Ys tom 8 im “cae. = Pe a pee 9 tae de 
senbeds! biigod gx#as- bere, brood! teaw: eviaesegieg ToT Cat -BES9ON 
: i 
s i ? 
a ae Te eee (wd) dopmrediine. om tre utiogmoo. Ledasa tao 
; of HbitephGarms vw Dard: Civerrsiie: Gace Ge oeOO. 4000) BES APS. 
- » =? 
; ; 
’ 
Ce Shoe eeu tm thaws? mnt 
Toure Fare Sta dnb Fee WILL: more: 10. 
: ; | ; 
rr » «5 os ae Cee ermen f. Fate sae ‘0)'T- rn e:- Afsas: ‘F +7 A : 
oS novo Shes ie avec, ce ak See a: EL A tent Pamela: Cath pe aA* : 
2 
5 : 


i¢iveunion céfiduy oF steoredint, aicewets: Sy tswegnoo iiopfd, “to 


—s » *: 


poftestiqus tladt duoddiw eaves. yoo, fguneagsagoe nga = 


6st2 fandoe at suedT we BELEN Sco Lisyiega) wort to oF ee 
es ~ ow & >, eae - * a 

ss) - 

. Peoited Conod. omentd ett eivw nos iveges> ASR E ‘SGRIOOVOG a 


7 


eulood dhiving bane edxog obdmnlva Axes ne wad ce tee sainol a’ 
“Tae ieiviveqmoo oafs et onedt paneer: area abled e aah 


aie. . 
GHAR hotind one as: dome, besitos a + We — i mc: 


; RNs 


ees at Hocor okt sit de 
ow Ma? has bee 


7 ie 


. 


, oD i 


= 18061 « Mr, Jefferson 


British Columbia coast ports by water. 

Q. Have you got, Mr. Jefferson, a memorandum that 
would give the Commission any assistance as to the traffic 
received at Vancouver during any part of 1948 or 19499 

268 Bin, 

Q. this 18a summery, 2en't it. My. Jerferson, of 
considerable data? 

Ay 6 LGe Sins 


Q@:. Perhaps I can file that eas Exhibit 144. 


EXHIBIT NO, 144: Filed by Mr. Carson: Summary of traffic re- 
; ceived at Vancouver 
during part of 1948 and 
1949, 

COMMISSIONER ANGUS: Were some of these transcontinental 
rates completely inoperative before the 8% increase in class 
rates, because thetr percentages would work out, in some in- 
stances, much more than 100% of the commodity or class rates? 

MR. CARSON: Did you follow that, Mr. Jefferson? Were 
Some of these transcontinental rates inoperative before the 
8% increase, because Dr. Angus is pointing out that some of 
them seem to be - 

COMMISSIONER ANGUS: One of them is 96% of the increased 
rate and it must be more than 100% of the unincreased rate? 

A. On structural iron and steel, fabricated or not 
fabricated, the commodity rate of $2.74 for the commodity 
classified 6th class is 96.8% of the class rate. Well now, 
thet might be so if you shipped a straight car of the commo- 
dity that classifies 6th class, but I have no doubt but that 
those commodities are in an item that contain a mixture with 
other commoditice and if you have a mixture as a whole, it 
would not be inoperative, but if you take a straight car of 


the commodity classified 6th class it would be so. 
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COMMISSIONER ANGUS: Q. I wondered if any 
transcontinental rates were not kept in the .tariff 
&t a time when it was actually cheaper to ship by class 
or commodity rates instead? 

A If the class rate was .lower than the commodity 
rate, the commodity rate might still be in the commodity 
tariff by reason of the mixture; but that would not 
deprive the shipper. 

Q But it would not apply ° on less than 
mixtures? 

MR. CARSON: @. Unless there were & mixture? 

A. *-Oh*nd}4 But. what Ieamtryine to sayeiseoeThat 
if you had a commodity rate where the class rate, we will 
say, was lower than the commodities in the mixture, 
Classified as a sixth class, but the commodities were 
higher then the “classification of the Pitth class “then 
in @ period where the class rate might be lower, if a 
man shipped a straight car on the sixth class ‘charce, 
it Ys more “than the sixth class irate. 

COMMISSIONER ANGUS: Q I wondered if the trans-, 
continental rates were withdrawn from your tariffs if 
they became higher than the class rate or commodity rate? 

A. If it was an individual commodity in an item 
and we found that the class rate was lower than the 
commodity rate, we would take the commodity rate out of 
bhe *tartrry yes "sir 

MR. CARSON: Does that answer your question, 

Dr. ANgus ? 

COMMISSIONER ANGUS: Yes, thank you. 

MR. CARSON: Q. Now then this has been marked as 
Exhibit 144? 

ht Yes Sars 


Q Would you explain to the Commission what that 
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statement was designed to show? 

A. This statement was prepared to show the number 
of tons of traffic received at the Port of Vancouver from 
deep sea steamers from all countries for the two periods 
where we had the information. The first period is 
January lst 1948 to June 30th, 1948. And the second column 
is for the period January lst, 1949 to April 30th, 1949. 

Qs Up Les. < 

A. This statement only includes traffic from countries 
Other than Canada, of course, but it includes the United 
States. 

Q Would you tell the Commission why the second 
column is for four months, for only four months in 1949? 

A. Because at the time we obtained the information, 
Only four months! figures were available. 

Q. Yes. Now what have you to say about this statement? 
What comments to do you want to make about it? 

A. The only comment to be made on the statement is 
that we wanted to furnish the Commission with the volume 
of traffic received at Vancouver from deep sea steamers. 

In the first six months of 1948 it amounted to 
Slightly over one million tons; whereas, in the first four 
months of 1949, it amounted to 678,600 tons; and I daresay 
thet LF we had Bey ener of 1949, it would have shown 
about the same volume as the first six months of 1948. 

Q. Yes. Have you got any other data you want to give 
the Commission on this matter? 

A. Yes sir. The Chairman asked the other day if we 
could give him a statement of the traffic forwarded 
from Vancouver to foreign countries. Now, this publication 
which I have in my hand is publimed by the Dominion Bureau 
of Statistics for the year ended December 31, 1948. 


In Table 8 on pages 51 to 83, there is included 
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the cargoes loaded at Canadian ports for foreign 
countries, and it shows the Atlantic ports and the 
Great Lakes ports, and the Pacific ports and by 
commodities. 

On pages 82 and 83 there is a summary by commodities 
to all countries; while on pages 51 to 81 it shows 
the commodities to each country separately. 

Then on Table 9, pages 84 to 102, there is included 
cargoes unloaded at Canadian ports from foreign countries; 
and there is a summary of the cargoes unloaded, on pages 
eR eena 10e . 

It may be that the Commission would like to have 
this book filed as an exhibit. 

MR. CARSON: Q. The book is entitled "Government 
of Canada Shipping Returns, Year Ended December 31, 1948. 
DiBis .OPUblreation’ 

You do not want to comment on any of the details in 
this book, I take it, and you only want to make it 
available to the Commission? 


no Vheus o) Pet, 


MR. CARSON: Then I tender this book as Exhibit 145. 
We only have the one copy of it, and I assume that will 
be satisfactory? 
MR. COVERT: The book will be Exhibit 145. 
EXHIBIT 145 filed by Mr. Cerson: Book entitled "Government 
fe aaa 6 marta an of Canada, Shipping 
Returns Year ended 
December 31, 1948, D.B.S. 
Publication." 


THE CHAIRMAN: We shall adjourn now until 2.45 p.m. 


At 1 p.m. the Commissioner adjourned until 
2. 4» oath 
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Friday, December 16, 1949. 
AFTERNOON SESSION 


C. E. JEFFERSON, recalled. 
EXAMINATION BY MR. CARSON (cont'd.): 

Q. Mr. Jefferson, before adjournment you had 
Spoken about competition with goods produced in other 
countries such as the United Kingdom and Europe, South 
America, and so on, goods that reach or may reach the 
British Columbia and Pacific coast ports by water. Is 
there any other competition to which you would like to 
refer? 

A. Yes, sir; there is competition with goods from 
points in the United States which may reach British 
Columbia either by water or by rail. 

@. You said, "which may reach." I suppose some 
of it does reach? 

a. Nes, Sir, 

Q@. Is there actual water competition today from 
St. Lawrence ports to British Columbia Pacific coast 
ports? 

A. Yes; there have been four Sailings from 
Montreal to Vancouver from the month of May to December 
of this year. 

Q. To December? 

A. May to November of this year. 

Q. What were those sailings? 

A. There was the S.&. Eskdalegate, May 5. 

THE CHAIRMAN: Q. Pardon? 

A. Eskdalegate, May 5. 

MR. CARSON: Q. Yes? 

A. S.S, Seaside, September 11, 1949; S.S. Lakeside, 
October 22, 1949, and S.S. Paris City, November 29, 1949. 

Q. Did all these ships sail from Montreal on 
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these dates? 

A. They all sailed from Montreal on these dates 
and made calls at Three Rivers, Quebec, and Sydney, Nova 
Scotia. 

Q. Have you any information of the quantity of 
traffic that was handled on these ships? 

A. Yes, sir. The Eskdalegate carried 2,193 tons; 
the Seaside 4,405 tons; the Lakeside 3,770 tons, and 
no doubt the Paris City carried a similar quantity. We 
have not the tonnage carried on the Paris City as yet. 

Q.- I think we have an exhibit before the Com- 
mission, No. e7, which contains details of the traffic 
handled on the Eskdalegate. Have you a statement showing 
the commodities and quantities handled on the Eskdalegate 
and the Seaside? 

Aa YES, Sir. 

Q. Does it add something more in the case of the 
Eskdalegate to what was in Exhibit 27? 

A. No, but it shows in parallel columns what was 
handled on each steamer, the Eskdalegate and the Seaside, 
because in some instances you will find the same com- 
modities handled on both ships. 

Q. That will be Exhibit No. 146. 

EXHIBIT No. 146; List of cargo carried 
on 8.S. Eskdalegate, 
and S.S. Seaside. 

THE CHAIRMAN: Can you tell me, Mr. Carson, 
whether these vessels belong to the same company or 
different companies? 

MR. CARSON: Q. Can you tell the Chairman 
whether these two vessels that are dealt with in the 
exhibit belong to the same company or different companies? 

THE CHAIRMAN: I mean the four vessels. 

THE WITNESS: I do not know who the actual owners 
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are, but the Monsen-Clarke Company are the firm who 
charter these ships. 

MR, CARSON: QQ. Did the Monsen-Clarke Company 
charter all four ships for these voyages? 

Aa MY6eo 

Q@. I understand they are known as tramp steamers? 

A. Vven,. sits. Dneyoare: notishipe that: areiin the 
Montreal-Vancouver service. They do not confine them- 
selves to that service. They are round the world tramp 
steamers. 

THE CHAIRMAN: Q. They go wherever they can 
carry and find freight? 

Hit aten,? Sar. 

MR. CARSON: Q. With that exhibit before us, 
Mr. Jefferson, is there anything you would like to say 
about it? 

A. First I would like to mention the commodities 
where there is a substantial tonnage on one or both of 
the ships. The exhibit shows that as to binder twine the 
Eskdalegate carried 292,500 pounds, and of calcium 
carbide the Eskdalegate carried 349,999 pounds, and the 
Seaside 6,750 drums. I might say that the source from 
which the information was obtained did not show the 
tonnage ex each steamer in the same manner. Canned goods, 
the Eskdalegate had 98,314 pounds, while the Seaside had 
over 13,000 cartons, 1,696 cases, 439 boxes and 79 bundles. 

MR. FRAWLEY: Q. Do you know where those canned 
goods originated? 

A. They originated from eastern Canada. 

Q. Close to Montreal? 

A. Ido not know whether they originated in Quebec 


or Ontario, but I would imagine both. 
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COMMISSIONER INNIS: Is there any explanation 
for the 20 tons of birdseed? 

MR. O'DONNELL: That is for Mr. Frawley in 
Alberta. 

MR. EVANS: There are a lot of western singers. 

MR. FRAWLEY: We use gravel. 

THE WITNESS: The Seaside carried 2,400 cartons 
of cereals. On the next page there are two items I should 
like to mention. The Eskdalegate carried 166,325 pounds 
of glassware. The Seaside carried 41 cases and 11,233 
cartons. Iron and steel bars and wire rods, the 
Eskdalegate carried 1,125,940 pounds. Turning to page 3 
the Eskdalegate carried 2,397,690 pounds of iron pipe, 
and I will have something more to say about that later. 
The Seaside carried 8,149 cases of caustic soda. I should 
like to add that five of the commodities carried on either 
the Eskdalegate or the Seaside are the same commodities 
as the Province of Alberta show on their graphs 1 to 12 
on pages 24 to 35 of their brief, entitled "The Long and 
Short Haul Rule." Those commodities are acids, canned 
goods -- 

MR. FRAWLEY: Which acids? 

THE WITNESS: Hardware -- 

MR. CARSON: Q. Which acid? 

A. Oh, both because Mr. Frawley's exhibit shows 
acids, N.O.I.B.N. which might include either or both 
phosphoric acid or pitch oil acids. The additional 
commodities are hardware, iron and steel bars and wire 
rods and paper. 

Q. Yes? 

A. We have not yet received the commodities carried 
on the Lakeside or the Paris City. 


Q. What is the situation with respect to ship 
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competition from British Columbia to eastern Canada? 

A. There was actual ship competition from British 
Columbia Facific coast ports to Canadian St. Lawrence 
and Atlantic ports prior to the war. There have not been 
any sailings eastbound from British Columbia to eastern 
Canada since the war. Advice received from Vancouver 
under date of the 9th of December indicates there will be 
a steamer from Vancouver, and probably other British 
Columbia lumber ports, to United States Atlantic ports 
and Halifax, sailing on or about the end of December. 

Q. Have you any information as to iroubidctes for 
that sailing? 

A. There has been booked for this sailing an 
undisclosed quantity of lumber to United States Atlantic 
ports and Halifax, and in addition general cargo for 
Halifax. 

Q. Were any of the westbound transcontinental rates 
increased between the declaration of war in September, 
1939, and November, 1941, when price control became 
effective under Order 92? 

A. Yes, sir. During the period between September, 
1939, and November, 1941, there were increases in many of 


the westbound transcontinental commodity rates. 


Q@. Can you give us those briefly in any summary form? 


(Page 14074 follows) 
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A. Yes, I will just mention the more important 
dates rates were increased. In the carload items on 
December 1, 1939, rates were increased in 91 items, on 
January 1, 1940, in 15 items, and on February 1, 1941, in 
20 items. The carload items where the rates were in- 
creased represent commodities on which there were sub- 
stantial movements. In the less carload commodity items 
we increased the rates in 101 items, effective July l, 
1940. 

Q. What do you say as to the possibility of in- 
creasing other transcontinental commodity rates during the 
period Wartime Prices and Trade Board Order 92 was in 
effect, from November 1, 1941, until September 15, 1947? 

A. Well, it was not possible to increase rates dur- 
ing that period. 

Q. Because that order applied to such rates? 

Rnanvesy isan. 

Q@. Now, would you tell the Commission of the action 
which was taken to increase these transcontinental rates 
subsequent to September 15, 1947? 

A. All westbound and eastbound transcontinental 
commodity rates were increased 30%, to become effective 
November 1, 1947. This increase was, however, upon repre- 
sentations made by the Western and Maritime Provinces, 
suspended by the Board of Transport Commissioners by its 
Order No.69612 of 17th October, 1947. 

Q. Then have those rates been increased since that 
time? 

A. Yes, these rates were increased by 21%, effective 
April 8, 1948, under the Board's Order No.70425 of March 
30, 1948, 

Q. And has there been another increase since then? 


A. The rates were again increased by 15%, effective 
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September 15, 1948, 

Q@. And what has happened since then? 

A. After the September 15, 1948, increase was made 
effective the railways made a careful study of the west- 
bound and eastbound transcontinental commodity rates. 

Q. Competitive rates? 

A. Transcontinental competitive commodity rates; 
and the following action was taken -- I will deal first 
with the westbound rates: 

Effective February 12, 1949, 110 carload com- 
modity items were cancelled, which in some cases con- 
tained less than carload rates. 

Effective March 7, 1949, 22 additional carload 
items and 12 additional .*:aitems containing both carload 
and less than carload rates were cancelled. 

Effective March 7, 1949, 148 items containing 
less than carload rates were cancelled. 

Effective September 1, 1949, rates in the ee, 
maining items were advanced in the manner the railways 
considered after a°carerul review could. be increased and 
Still retain a substantial amount if not all of the 
twraitic. 

Q. Now, those are the westbound rates you have been 
referring C07 

Ae ‘eS, Sir. 

Q. Does that complete the increases in those rates? 


A. That completes the increases in the westbound 


rates. 
Q. Since September 1948? 
A. “Mat is rignt. 
Q. Now, what about the eastbound? 
A. In the eastbound tariffs, effective June 30, 


1949, 70 items containing carload and less than carload 
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rates were cancelled. 

Effective October 1, 1949, rates in the remaining 
items were advanced in the manner the railways considered 
after a careful review could be increased and still retain 
a substantial amount if not all of the traffic. 

Q@. Now, a few moments ago, Mr. Jefferson, you said 
there was competition with goods produced in Europe that 
moved all-water to Vancouver; could you give an illustra- 
tion of that to the Commission? 

Ay Meswisiewy Cast inonipipe t6 veed. tn British 
Columbia in substantial quantities for water mains. There 
4s keen competition between manufacturers in Eastern 
Canada and the United Kingdom in the supplying of this pipe 
in the British Columbia market. Prior to April 8, 1948, 
the rate on cast iron pipe in carloads, minimum 70,000 
pounds, from Toronto to Vancouver was 95¢ per 100 pounds. 
This rate was increased 21%, effective April 8, 1948, to 
$1.15, and again increased, effective September 15, 1948, 
15%, to $1.32. 

Q. Now, can you tell the Commission anything about 
the effect of those increases? 

A. Following these increases cast iron pipe contracts 
were placed in the United Kingdom rather than Eastern 

Canada, and it became necessary for the railways to decide 
if they were going to forego the traffic or assist the 
eastern Canadian manufacturer in reaching the British 
Columbia market in competition with the United Kingdom. 
Following a meeting between representatives of the railways 
and the manufacturers, it was agreed to reduce the rate 
from Toronto to Vancouver from $1.32 to $1.20. This was 
done effective November 30, 1948, At the same time the 
eastern manufacturers also reduced their price to assist 


in meeting the competition. The reduction at that time 
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considered necessary was absorbed in part by the railways 
and in part by the manufacturers. While this reduction 
enabled the railways to recapture some of the traffic, it 
was not sufficient to hold the business to the railways 

in competition with United Kingdom producers or in competi- 
tion with the movement from Eastern Canada via water. 
Exhibit No.146, which was just filed, shows that the S.S. 
Eskdalegate carried 1,200 tons of this pipe from Eastern 
Canada to Vancouver. 

MR FRAWLEY: @. At what rate, do you know? 

A. Ido not know. Representatives of the railways 
had a further meeting with the manufacturers in Eastern 
Canada, and found it necessary in order to retain this 
traffic for the railways to again reduce the rate. Effect- 
ive June 20, 1949, the rate was reduced from $1.20 to 
$1.00. While I say, Mr. Frawley, I do not know what rate 
the steamer’ carried the pipe at, I had the information at 
one time but I haven't it here; but the information that 
developed was what necessitated the reduction in the rate 
from $1.20 to $1.00, and since that time all the movement 
to the coast has been by rail. 

MR CARSON: Q. And now, with the rate reduced to 
$1.00, it is less than it was after you put in the 21% 
increase, because the 21% increase you said put it up to 
$1.15? 

De Phare Ls’ eign, yes, 8.2". 

COMMISSIONER INNIS: Q. Have you any statistics 
as to shipping rates? Are shipping rates going down now? 
Have they been going down since the war? 

A. The boat rates, the ship rates? 

O.. Yess 

A. Well, steamer rates today are generally lower than 


they were a year or two years ago, yes, Sir. 
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Q. With the prospect that they will continue to go 
down as shipping is released? 

A. They may continue to go down, yes. They are not 
down to the 1939 level, for example, but they are lower 
than they were a year or two ago. 

Q. And that always tends to favour the Panama route 
to Vancouver? 

MR CARSON: Q. That tends to favour the Panama 
route to Vancouver? 

A. Oh, yes, not only from Eastern Canada but also 
from foreign countries. 

MR FRAWLEY: Q@. Do you know where the iron pipe 
that the Eskdalegate carried came from? 

A. Hamilton. 

From Hamilton? 

A. Yes, sir, Hamilton or Toronto, I have forgotten 
which. 

Q@. Did it come down by boat to the ocean-going 
vessel at Montreal? 

Aews,.NO,.I think it was handled by rail. 

Q. It was railed down? | 

A. Rail or boat, I could notsay for sure. 

MR CARSON: Q. Now, Mr. Jefferson, do you con- 
sider this rate that you have been speaking about -- that 
is, on the cast iron pipe, and these other competitive 
westbound and eastbound transcontinental rates -- 
compensatory? 

A. Yes, sir, I would consider them compensatory. 

Q. And what would you refer to in that connection? 

A. Reference to tables which appear at pages 81 to 
83 of the Appendix to Part I of this submission shows many 
examples of the present rates -- average loading per car, 


earnings per car, per car mile, and per ton mite. The 
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car mile revenue on the pipe, for example, is 28.1¢. That 
will be found on page 82, about halfway down the page. 
Rate on the cast iron pipe from Toronto to Vancouver of 
$1.00, with an average loading weight of 75,800 pounds, 
produces earnings of $758 per car, or 28.1¢ per car mile. 
This is below the system car mile revenues for 1948 for 
all traffic, which amounted to 35¢ for an average haul of 
400 miles. With a much longer haul, from Toronto to Van- 
couver, of 2695 miles, it would, I believe, be found that 
the car mile earnings on the pipe were compensatory. It 
will be observed that this is one of the lowest examples 
contained in the Appendix. 

Q. Now, are there any other items in this Appendix 
to which you would like to refer? 

A. Well, the first page, that is page 81, deals with 
the eastbound rates. 

Oi ACS y 

A. Now, take canned fish or canned salmon, from Van- 
couver to Toronto is an example; for a distance of 2695 
miles the rate--- 

Q. Just a minute, now. 

A. The second line. 


Q. Well, you said 2695 miles -- oh, yes, I see Les 


(Page 14081 follows) 
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A. - - -at a rate of $1.40, average loading weight 
70,798 lbs. with per car earnings of $989.77 yields a car 
mile earning of 36.7¢. Now, take the 3rd item (I won't take 
the next item "canned goods" because it is the same as 
canned fish ) the 3rd item, fresh frozen fish from Vancouver 
to Toronto, a distance of 2695 miles, rate of $3.26, average 
loading per car 37,676 lbs. yields a per car earning of 
$1228.24 or 45.6¢ a cor mile. 

Oy aves? 

A. Now, there is an item here on cocoanut oil from 
Vancouver to Hamilton, 2730 miles, rate $1.17, average 
loading per car 62,178 lbs. producing an earning of $727.48 
per car or 26.6¢ per car mile. 

Q. Is there anything you want to say about that? 

hi ‘NO slate haeveimothing: tolsay abouts thapw & Dichink 
we mention it in our Submission. 

MR, FRAWLEY: The average loading on paper and paper 
products was under the minimum. I wonder what that means? 

A. Yes, but they pay on the basis of 40,000 lbs. 

Q@. How do you get those average loadings? Would you 
explain that Mr. Jefferson? What does that mean? 

A. The average loadings per car on the west bound 
traffic wes obtained from a statement of the billing for the 
first: six monthe of TO4S» eid cars ise ately at Vancouver 
from the east, and we took all the commodities, that is that 
were used in the exhibit, and sll the cars, added up the 
weight, divided the weight by the number of cars to determine 
the average weight. We did the same thing on the eastbound 
cars but for a different period. 

COMMISSIONER INNIS: Do you find this basis shifting 
from time to time? That is to say, would you use another 
figure than 35¢ if your costs were going up or down? 


MR. CARSON: Do you find this base figure of 35¢ chenging 
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from time to time? 

A. Because of the transcontinental rates going up or 
down? 

COMMISSIONER INNIS: No, because of changes in costs 
or for other reasons which determine the use you make of it? 

ke wOPveourse othe perocer mile revenue 1s the revenue 
from the traffic. Now, in determining the measure of the 
rate to meet the competition (you are speaking of one of the 
yardsticks thet we use) we would compere it with the car 
mile earning that we were receiving on the traffic which 
was moving for say the previous year or the previous month. 

Q. That yardstick would change from year to year or 
from month to month? 

A. The yardstick would not change unless rates went 
up. 

Q. But then you have this 3s an average which is worked 
out, presumably, from 9 grest number of estimates which go 
into the average. Now those estimates will change. Therefore, 
your average will change? 

A. The rates do not change at all. The average car 
| mile earning might change by reason of the change in the 
character of traffic and the length of haul. 

Q. Then you do have recalculations from year to year 
which would mean 35¢ is something now; it would be something 
else next year and something else another year? 

A. If it were something else next year, we would use 
that as our severage in making our test, but of course, we 
keep the car mile earnings tabulated over a period of years 
and we always know how they change, but they would not change 
materially unLess there was a change in rates. 

Q. They do not change materially? 


A, Not unless there is a change in rates. 
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Q. Do you use this average over a period of years, 
or do you use the average that is worked out for the preceding 
year? 

A. Well, today we would use the earning per car mile 
for last year or last month for the reason that there have 
been so many changes in rates since 1942, we will say, but 
back in the 1930's we would use it for a period of years. 

Q. Then your yardstick would change perceptibly? 

MR. CARSON: For a rate increase or the other reasons 
he has mentioned. 

MR. FRAWLEY: The average loading, you sey, was determinec 
by tests made in 1948? 

Mixes, SLs 

Q. The last six months or the first six months of 1948? 

Ay oThe first) six niontnhss 

Q. You see, the statement is dated October l, 1949 and 
shows rate increases, of course, since the time you took the 
average loading .test? 

A. Certainly. 

Q@. In other words, some of these cars were carried at 
less than the rates you show today? 

A. But the statement would not have any effect if we 
used the rates of 1948 because it would not show the current 
revenue. 

Q. That is true, but you are using last year's rates? 

A. We are using last year's weights. 

Q. When really that traffic was carried at lower rates? 

A. But there would be no reason to expect that the 
average loading per car ices oe just as heavy today as it 
was in the first six months of 1948. 

MR. CARSON: Does that answer your question Dr. Innis? 


COMMISSIONER INNIS: Yes. 
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MR. CARSON: Now then, Mr. Jefferson, have you taken 
out the ton mile and car mile earnings on the transcontinental 
competitive rates on traffic that sre included in the graphs 
on pages 24 to 35 of the Alberta Brief on the Long and Short 
Haul Rule? 

A. Yes sir, that information appears at page 127 of 
Part II of the Canadian Pacific Summission. 

Q. If the Commission would like to have the page 
of the transcript where these graphs appear, the page is 
11737 and the following pages. Now then, you were saying, 
Mr. Jefferson, that these appesred - 

Aw = at..page ley of Part II of the Canadian Pacific 
Submission. 

Q@. That is where you take out the ton mile and car mile 
earnings on these rates that are in the Alberts Brief? 

Ae WwC8, Sine, Now,.the table .atapace, lef vof: Partyit 
is an analysis of the car mile and the ton mile earnings 
on the commodities mentioned in the example shown in Figures 
1 to 12, pages 24 to 25 of Alberta's Submission entitled 
"The Long and Short Haul Rule". Now, the first item, the 
self-propelling vehicles - 

THE CHAIRMAN: Mr. Carson, could you give me the gist 
of the particular submission that you are answering by these 
figures? 

MR. CARSON: Yes, it is the Alberta Submission on the 
Long and Short Haul Rule and the transcontinental rates. 

MR. EVANS: These graphs, my lord, show two lines. They 
Show the normal or class rate and the changes over a period 
of years. 

THE CHAIRMAN: That is what volume? 

MR. EVANS: It is the Alberta Brief and these twelve 


commodities are each shown on a graph with the normal or class 
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rate and the changes in that rate and the competitive rate 
and the changes in the competitive rates and these sre the 
commodities that this schedule deals with. 

THE WITNESS: Now, the first item in the table at page 
127 which is the first graph or figure is "Vehicle parts, 
self-propelling". From Oshawa Ontario the distance to Van- 
couver is 2729 miles, the rate is $2.74, average loading 
per car 49,312 lbs. producing earnings of $1351.15 per car 
or 493¢ per car mile and a ton mile earning of 2¢. 

MR. CARSON: Now, that particular graph of vehicle 
parts appears on page 11737 of the transcript containing 
the Alberta Brier. 

A. Yes. Now, the second item or graph is with respect 
to acids. From Montreal to Vancouver, 2878 miles, a rate 
of $2.88, average loading per car 35891 lbs. producing 
earnings of $1033.66 per car or 35.9¢ per car mile or 2¢ a 
ton mile. The next line, from Toronto shows an even better 
comparison because the average loading per car was greater 
and the mileage less. I might say that the points of 
origin in the table were not shown in the graphs, but we 
used points of origin from which we knew the traffic moved. 

@. Yes. Are there any other items you wanted to point 
to on that table, Mr. Jefferson? 

A. We might take the barbed wire item, Item 6. I am 
going to take the less favorable one from Windsor Ontario 
to Vancouver, a distance of 2913 miles at a rate of $2.74, 
average loading 34,372 lbs. producing earnings of $941.79 


per car or 32.3¢ a car mile and 1.88¢ a ton mile. 


(Page 14089 follows) 
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Gi. Yess 

A. Now, I might say that car mile earnings of 
32.3¢ are a litle below the car mile earnings for car 
load traffic. The average car mile earnings were all 
carload traffic. I guess I am on the wrong page. Page 
89 is Lt? Lh got Mntorthe Yton mile page: 

Gi ber Pera 

a. Yes rsir, 

Q. Page 89 of 35¢. I was looking for the total which 
Showed car mile earnings for carload traffic only which, 
as I recall it, was 34¢ for a very much lesser haul. 

THE CHAIRMAN: You are demonstrating that the items 
referred to in Mr. Frawley's brief are compensatory. 

MR. CARSON: Yes, my lord. 

THE CHAIRMAN: Does the Alberta brief claim that 
they are not compensatory? 

MR. FRAWLEY: We certainly do not. We have some new 
rules for determining what a compensatory rate is, but 
we have never challenged that these are not earning almost 
the average. 

COMMISSIONER INNIS: It is a difference in the 
interpretation of the word "compensatory". 

‘MR. FRAWLEY: Yes sir, indeed it is. Take canned 
goods. We are pretty close to the average in canned goods. 
If that is of interest. I do not know. 

MR. CARSON: @Q. Did you find what you are looking for? 

A. The figure I am looking for is the car mile 
earnings in Western Canada and Eastern Canada separately. 
One, the west is 34¢ a car mile, and Eastern Canada is 
30. 2p bnd formthe’ system iP4935¢.. That ts at the 
bottom of page 89. 

THE CHAIRMAN: I suppose you would contend that this 
rule is not acceptable to you, Mr. Frawley, and that you 


have a better rule? 
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MR. FRAWLEY: Certainly Mr. Chairman. And that is 
to be found in my submission. 

MR. EVANS: There must be some amendment in Mr. 
Frawley's rule, because one of the things he has in there 
is with respect to the compensatory measure of the rates. 

THE CHAIRMAN: He says he has a better measure than 
yours. 

MR. EVANS: Well, if he has he has never disclosed it 
tO us. 

MR. FRAWLEY: Oh, there is no secret about it. I 
even put in a draft amendment to the Railway Act. 

THE CHAIRMAN: I was just trying to show what the 
real issue is between you. 

MR. FRAWLEY: Well, I know what I want anyway. I 
don't know about what Mr. Evans wants. 

THE WITNESS: All I have to add is that the car 
mile earnings, with two exceptions in the Table on page 
127 are more than the system's average car mile earnings 
in 1948, of 35¢ for an average haul of 420 miles. 

MR. CARSON: Q. Which compared with the distance 
shown in this table; and those two exceptions are barbed 
wire on tke Windsor movement, and canned goods on the 
movement from Montreal. 

Ay TROD 16. Pent’. 

COMMISSIONER INNIS: @ What are the factors which 

offset? Tn most cases you are quoting rates which 
are above 35.3. 

AS (98. Sir 

Q. Welt, if 35.3 18 an average, then there must 
be quite a number of items below it. 

A Yes sir. 


Q And what items would they be? 


A. In transcontinental movements or in other movements? 
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Q. Whatever items there are which pull down your 
average. 

MR. CARSON: @. What are the rates below 35.3 
which helped to produce an average of 35.3? 

A. There are many, but the most noticeable one 
where traffic moves in volume, would be the grain rates 
to Fort Willlam and Vancouver. That would be the main one, 
but there are others as well. 

Q. Alberta coal? 

As” Yessir, ana Livestock’ 

COMMISSIONER INNIS: Q. Those would all be rates 
which you would regard -- I would not say/non-compensatory -- 
but rates which are rather below? 

A. Yes sir; they are non-compensatory in the sense 
that they are too low and should be increased if they 
can be increased. 

MR. CARSON: Is that all that you want to say on 
that cable? 

hee XeS Si, 

Q@. Do you consider there is any injustice to the 
public in applying lower rates between Eastern Canada and 
British Columbia Pacific Coast ports than to and from 
intermediate points? 

MR. FRAWLEY: Now you are getting to something that 
matters. What page is it? 

MR. CARSON: I am asking him a question. 

THE WITNESS: No. 


Mr. CARSON: @. You do not consider there was any 


injustice? 
Al” “NO Sit. 
Q. Just tell the Commission why,and Mr. Frawley. 


A. I do not consider the action of the railways -- 


MR. FRAWLEY: It is too bad that is not in the brief. 
« ‘i 
THE WITNESS: In meeting the competitive conditions 
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explained cause any injustice to the public, so long as 
the rates are reasonably compensatory. 

MH. "OAROUNS “'"Q.' Yes 

A. The railways in meeting this competition are not 
&iving to the public of British Columbia something which 
they cannot otherwise obtain. 

But there is not the same competition in serving the 
Alberta market as the British Columbia market. The 
public of Alberta is paying normal rates in having their 
market served by manufacturers in the United Kingdom, 
Europe or other foreign countries by water through the 
Port of Vancouver and are required to pay the normal rate 
from Vancouver to the destination in Alberta. The further 
inland the goods are shipped from Vancouver, the higher 
the rate becomes. | 

It is, however, to be borne in mind that if competit- 
ive transcontinental commodity rates were to be made the 
measure of other rates, the railways would, in my opinion, 
be required to forego attempting to meet competitive 
conditions which the Eastern Canadian manufacturer and the 
railways are required to meet in reaching the British 
Columbia market in competition with goods produced in the 
United Kingdom, Europe, the United States, and other 
foreign countries. 

Now, those remarks would also apply to goods shipped 
from Eastern Canada, except that the shipper could still 
get his goods out there by water. But it would be the 
railways who would have to decide whether they would 
continue to meet the competition, or forego the business, 
rather than have the rate to the intermediate territory 
reduced. 

Q Yes. Now this is a subject which is dealt with 
further in Part Tl ’of the Canadian Pectfic submission,. and 


which may have to be touched on later in your evidence, 
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when we come to that part. NOw then, the next subject 
is Alberta coal. 

MR. FRAWLEY: You are not finished then with the 
long-and-short haul discrimination? 

MR. CARSON: No. 

MR. COVERT: Mr. Chairman, I do not know how long 
"Alberta coal" is going to take. I understood we were 
going to adjourn a little before 4 o'clock today, and 
I have a couple of announcements to make. I wonder how 
long you will be on "Alberta coal"? 

THE CHAIRMAN: Pardon me, I think we had better have 
the announcements now, Mr. Covert. 

MR. COVERT: I thought, perhaps, Mr. Chairman, that 
the first thing to do, while all counsel were present, 
was to notify them now what the proposed agenda is when 
we re-convene on January 30. 

First we will take up the balance of the Alberta 
submission; followed by British Columbia and Nova Scotia. 
Then there are a few smaller briefs. And following them, 
we will go back to the Canadian Pacific, to be followed 
by the Canadian National; and then the briefs on the 
Crows Nest will come in and follow on. 

MR. EVANS: May I make one suggestion, Mr. Chairman? 

THE CHAIRMAN: Did you not say "Crows Nest"? 

MR. COVERT: Yes. | 

THE CHAIRMAN: Yes, Mr. Evans. 

MR. EVANS: While we are discussing the Crows Nest 
brief, it would seem to me that they should precede the 
railway's case on that subject, if you are going to 
finish the Provincial submissions. The fact that they late 
in putting them in, I think, would suggest that it would 


be fairer if they presented those briefs before we were 
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to resume. 

MR. COVERT: Perhaps I might exaplain. I think in 
the announcement it was suggested that if any briefs were 
to be filed in the Crows Nest matter, they should be 
filed by Jenuary 15, and should be handed to the railways 
before that time. I had always thought that the Crows 
Nest brief arose, really, as a sort of reply to the Canadian 

Pacific, and that, as long as the briefs were in the hands 
of the railways before the date mentioned, that would be 
the better way to carry on. 

THE CHAIRMAN: Is not the position this way; That 
the Provinces are content with the Crows Nest rates as 
they are, and they do not want any change. It is the 
railways who are asking for something to be done. I think, 
in that case, it would be more in good form to hear you 
Pi VPou, Mrs. HVATIS 

MRS EVANS :, Well, if that: is your Lordsnip'’s ruling. 

THE CHAIRMAN: I do not think it would make much 
difference in the long run. Because you will have these 
briefs in your hands on January 15. 

MR. CARSON: We do not know what may come in. But if 
we present our case first on the Crows Nest, and if something 
is given by way of supplementary brief by the Provinces, 
or in oral evidence, which would require an explanation on 
our part, perhaps we might have the privilege of offering 
something in the way of rebuttal. 

MR. FRAWLEY: Oh, I would object to such a4 procedure, 
Mr. Chairman. 

THE CHAIRMAN: I did not even hear what Mr. Carson 
was saying. 

MR. CARSON: I beg your pardon, my lord, I was 
saying that if the railways put their evidence in on Crows 


Nest first, followed by the Provinces' answer, it may be 
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that witnesses will be called on behalf of the Provinces, 
or the Provinces will present some principles which are 
not in their briefs; so I assume, following their 
presentations, if there is something which we should fairly 
have an opportunity to rebut, we would hope that it would 
be permitted to us. 

THE CHAIRMAN: If there is something new that should 
turn up at the last minute? 

MR. CARSON: Yes. 

THE CHATRMAN: Well I would not worry about those 
things now. But I do say that the rule will be that the 
railways begin, because they are the ones who want something 
done. And from there on, we will see that everybody is 
heard. 

MR. COVERT: There is one other thing I want to deal 
with, Mr. Chairman, I thought that while the counsel 
were here, in an attempt to be helpful to counsel, I 
prepared an outline of rules for argument, including the 
order in which counsel will submit their arguments. Mr. 
Desmarais and I drafted them. 

Counsel are not at all to feel that they are confined 
to them, but that they are free to raise any other points 
they think they should. It was simply done in order to have 
the arguments conducted in an orderly way. Mr. 
Desmarais and I thought it might be helpful to the 
Commission. 

THE CHAIRMAN: In the nature of suggestions? 

MR. COVERT: Yes. 

MR. CARSON: I take it that we will have an 
opportunity to consider this? 

MR. COVERT: I think that when counsel get back to 
their hotel they will find it in their mail boxes or rooms. 
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reporter, to be included in the transcript at this stage. 

MR. CARSON: I submit that if it is a suggestion, 
it had better be left out of the transcript. 

MR. COVERT: Oh I thought it would give counsel 
an opportunity to consider the matter during the 
adjournment, and until the re-hearing. 

MR. CARSON: ‘You say we are all getting it in our 
mail boxes? 

MR. COVERT: Yes. But there may be people who are 
not here who would receive copies of the transcript. 

MR. CARSON: It is a suggestion but we are not bound 
to it, and you may want to hear our views about it when 
we come back. Very well. 


MR. COVERT: The statement reads as follows: 
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ARGUMENT BY COUNSEL 


es Counsel should deal specifically with the Order-in- 
Council P.C. 6033 and express to the Commission their 
views as to the recommendations which should be made under 
the various headings. 

Before dealing with Section 2, each Province should 
State definitely: 

(.a) The economic, geographic and other disadvantages 
(in precise form) under which it claims to be adversely 
affected by transportation difficulties. 

(b) The anomalies which it says are to be found in 


the existing tarirf of tolls and: rates. 


Ce Counsel should recommend what measures should be 
initiated in order that the national transportation policy 
may best serve the economic well-being of all Canada. (This 
might properly include Counsel's proposal as to what 


should constitute Canada's mational transportation policy.) 


or Counsel should submit the text of amendments to the 
Railway Act which they believe should be recommended as 
guidance to the Board in such matters as general freight 
rate revisions. 

This would include their recommendations with 
“respect tos 
(a) Competitive rates; 
b International rates; © 
c The classification; 


Developmental rates; 


= Expiry rates; 


) 
(b) 
(c) 
(d) Distributing rates and town tariffs; 
(e) 
(f) 
(g) Export rates; 

( 


g 
h) Equalization; 
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) Horizontal increases; 
) Industrial location (rate relationship); 
(k) Interline rates; 
) Level of rates; 
) Long and short haul clause; 
n) Market competition; 
o) Minimum carloads; 
) Mixing privilege; 
) Arbitraries; 
r) Treatment of basic commodities; 
) Reparations; 
) Segregation of freight and passenger; 
u) Special rates; 
(v) Transcontinental rates; 
(w) Rate groupings or blanket rates. 
In this connection Counsel should indicate what 
Specific amendments, if any, they suggest should be re- 


commended in each case, 


4, Counsel should state definitely their views as to 
the C.N.R.'s submission with respect to revision of the 


capital structure of that Company. 


oi Counsel should state definitely their recommenda- 
tions with respect to uniform accounting and statistical 
procedure, giving their specific views as to what their 
recommendations should be. Included in this should be 
their opinion on what recommendations, if any, should Pon 
made with respect to depreciation accounting, segregation 
of assets, rail. and Hagen and segregation of revenue 


and other income (rail and non-rail). 


6% Counsel should state definitely their recommend- 


ations with respect to the C.N.-C.P. Act, including any 
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amendments which they may Suggest to that Act or to the 


Railway Act. 


Vi Counsel should submit any amendments which they 
Suggest to the Railway Act and Specifically their views on 
the following: 

(a) Amendments proposed by the International 
Railway Labour Organization with respect to Section 
179 - partial abandonment, Section 250 a restricted 
Side clearance, and Section 267 - reflectorized sign- 
boards; 

(b) Sections 260, 262 and 264 - the C.N.R.'s 
proposals with respect to grade separation; 

(c) The C.P.R.'s proposed amendments with 
respect to the same matter; 

(da) Section 351 of the Railway Act and Section 
80 of the Post Office Act with respect to mail and 
military rates as proposed by the C.P.R. and the 
CONTR: 3 

(e) Section 52 with respect to the abolition of 
appeals to the Governor-in-Council ag proposed by the 
Cerenn; 

(f) Section 325(5) ~ Oyows Nest Pass rates; 

(g) Reparations; 

(h) Specifically they should deal with the pro- 
posed amendment suggested by the Canadian Manufacturers 
Association or should submit a draft section in any 
case where they urge that there should be a reparations 
section in the Railway Act; 

(1) Any amendment to the Railway Act dealing 
with the revision of the powers and duties and consti- 
tution of the B.T.C. | 

In any case where they Suggest amendments to the 


Railway Act the definite form of the amendment should be 
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included in their argument. 


8. Counsel should also deal with any proposed 
amendments (including draft amendments) to railway legis- 
lation generally. This would include specific recommenda- 
tions with respect to: 

(a) Agreed charges; 

(6) cit. Fak. ans 

(c) National transportation policy - co-ordination 


of transportation agencies. 


9. Counsel might also express their views on the 
following miscellaneous subjects: 
(a) Amalgamation, unification or Government 
ownership; 
(b) Should air and coastal shipping come under 
the jurisdioetionwof the .B.TiG.3 
(c) Ferry service to P.E.I.; 
(ad) Treatment of Hudson's Bay Railway; 
(e) Regulation of trucking; 
(f) Prohibition of trucking through national 


(g) Trans-Canada Highway; 

(h) Chignecto Canal; 

(1) Advisory Committees for National Harbours 
Boards; | 

(j) Quality and efficiency of service in certain 
regions; 

(k) Rate base and rate of return; 

(1) C.P.R. as the only yardstick; 


(m) Feed Grain Assistance. 


AOe It is preferable that argument on the above 
matters should be dealt with in the above order and any- 


thing else should be treated under the heading of mis- 
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cellaneous. 


ya Provincial Counsel should collaborate and allot 
to one Counsel certain items on which they are in agree- 
ment, with a view to having limited argument on such 
items, e.g., assuming that Provincial Counsel were agreed 
on uniform accounting, this would be dealt with by one 
Counsel only, or, if three Counsel took one view and three 
another view on the same subject, one Counsel would argue 
for the one group of three and another Counsel for the 
other group, but would express in opening on the subjeet 


what Provinces! views he was unanimously presenting. 


bes Counsel should state the recommendation, or the 
amendment, or the proposal, or whatever it may be, and then 
indicate where the transcript or brief developed the 
matter. In other words, there should not be a repetition 
in full of all the arguments pro and con but simply what is 
recommended and it would only be if the Commission asked 


for elaboration that the argument would then be extended. 


DY. A time limit is to be placed on each Counsel, one 
day each for Provincial Counsel, which would be eight days 
in all. This time limit may be divided among them as they 
see fit. The Railways will be given eight days to be 
divided among them in whatever proportion they agree; if 
there is no agreement, then four days each. Provincial 
Counsel will then have the right to reply, limited to two 
days in all, to be divided among them as they agree, 


otherwise equally. 


Wy. It is anticipated that there may be Counsel, 
other than those representing the Provinces and the 
Railways, who may wish to present Argument, e.g., the 


Canadian Automotive Transportation Association, the 


ue . 


lamba bee 
wl ¥ 


to rt ek: “gy foneds | if eni0ib 0° 67 


if aT oro = cues ae 


ehads esta” 


ne bosmweer seek ir ae ware“ 


THUS 
eesuow ‘per sptve o5 Fo0d" “ma? rire seas 2 fins sie 
Pe i ap ? d é nity ay f 3 Belt _ cae sea oe ‘'S 5: “athe Rew “0 


. “ féernrs eomes VEE are OM ‘soo ost 
7 : : . — sy: = 
“es o os | pow ~* € Seritr any 7 3, ES oss eo sat t 0 “wes 
pe rs , a ae ‘ 2 £ 


‘ 


itt «0% “Esdaued “oss sas “Bits “soertd “8c “as to $0 shy ae 


fal 
f, 
a 
2 
tive 
' 
rhs 


gaies - Skate Hd; 


. ‘ a 
of tates auaeen oie : wak “<f prety oe ° “+ ltw 
sf H “he hele CS hey Be ie eats = diy a ky a ¢ 

* ced ee ne MoS x : J = Wot Fg 
~~ 
oo ee ra ne hm 
ita ; ee od Se eee weet 4 seus  tipaeaivte | keen : dr 
- ae — 3 7 S , eae Stl Laity ere Wes RE ews « 2 bere reli g-ee --SSS ON Pec 


- - 3. om 
Tow iy & fee Ko aan PA abe 2 ie i. sey + ee Ss f 
oh i ya a F 2 i? + Ban Mae oa ES ; * pachay | ed. 5 GE 
. rie a ae . ee 
a +I ce tg? ae ee ee a 4p “ ey 
ech Eh Es sey i BLOC Ea ‘e. ee 9) oy at9 O- A Este Sit 
> a 
: > =a’ 
oo . ees Caetano ee ete, 3 fF i TF7y eek 
Bi = oe wet Ses : * Ey eg fe = SING IS -CAFT “ES * ts 
: s eos i * ORM Fe ent an eee er ii ag 
‘ ca Te Fe £5 ue aad fino :ifeow OL Rive -botretianesoat 
: = i. > Toe Ri Se ge 1: oe one % it 
, ee a * tee ee Ge 
. bs dieak af pee ray Rin e ext “Pee - a. edi le 46 


S - me as t = iS aa 
Ear Ly fiei taup - tes Fae y let ¥ t Eri f Ae aa a0 i 
< = a 
£9 pe at Se ‘ ae + ha whiny a 5 ahr 
7 7 » —- i ee — Apes ve hg eel - ~ wo 3B te — - Eee 
Be hile “85 *bisdtd srictiae *behivit- od yeooe etl ott altel 
‘i ‘ 
<t- ; a < ae ie ine ¥ 4 ™ ao P a? 
im 'e . >= S * - . 
‘> ; $6 «as E ey ay tiiy bt TI Jat 
. 
) 
* ‘ sa we aah . Te * ie 
ee © a ’ by ~—aes - ae om ~~ 3 Rae Be tae 
iy < Meaty a PEt } 429VSC Sate Tit “Ment Ah 
: e ! : Ae a ’ - Se ~ res ; “%,* ? ing Ya rp 3D 
i ah + # a “sitter a7 Dr a | we J a & Ets . “~* - iv + 
7 
r eee . , ’ a 3 ‘Leg ae if } one - ri it py 
On Gy io SSE 2 & Ft ee Cw (Hat a -@ “ph » ae 


- ‘ < ern ee Pe a a 7 - - 
ap: 2a cna’ “hic. HoBiv ib od 59, . TL 
: a? : r 
7 
Une ft oe 
ba i 406 3] he Vi 
, 


13 vein core Seeks “eet? 
$83 “Bete SoOnEveDT aie = 7 ore. oes 


SESS “at oo 


o 


ane : 


ie fest * 


~aprcite WHO 


* 
‘ 
a 


- 14102 - 


Wheat Pools, etc. It has been decided that a maximum of 
two hours will be allotted to each of such Counsel. It 

is considere that such Counsel may desire to present 

their Argument before Provincial and Railway Counsel so 
that after presentation they may leave, whereas a different 
Situation pertains to Provincial and Railway Counsel. Any 
such Counsel desiring to present Argument should indicate 
aS S00n aS possible to the Commission if they wish to be 


heard and the approximate time they will require. 


EON During the Argument Counsel are not to interrupt 
Counsel presenting Argument and the only interruption 


permitted will be from the Commission itself, 


16; It will be noted that Counsel have been asked to 
State the economic and geographic and other disadvantages. 
This applies to Provincial Counsel only. Presumably, how- 
ever, Railway Counsel will want to deal with their views on 
what recommendations, if any, should be made with respect to 


these matters. 


17. It is anticipated that the order of Argument will 
be as follows: 
(a) Counsel for other than Provinces and Railways; 
(bo) Provincial Counsel in the following order: 
Manitoba, Saskatchewan, Alberta, British 
Columbia, Nova Scotia, New Brunswick, 
Prince Edward Island and Newfoundland; 
(c) Canadian Pacific Railway Company; 
(d) Canadian National Railways; 
(e) Reply by Provinces in the above order. 


Frank M. Covert, 
Counsel. 


FMC :AP 
December 16, 1949. 
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MR. COVERT: Mr. Desmarais has also suggested that 
I might point out to counsel that this might give them 
some assistance and enable them to prepare their arguments 
which are to be reached at the conclusion of the evidence. 

MR. O'DONNELL: We can come to that in due course, 

I presume? 

MR. CARSON: We will have to see how much life is 
left in us at the conclusion of the evidence. 

MR. FRAWLEY: Do you know any place to go to get some 
new life? 

MR. CARSON: I now come to this next subject of 
Alberta coal. I do not know whether your lordship wants 
me to begin it. 

THE CHAIRMAN: Will it take quite a while? 

MR. CARSON: A little while. 

THE WITNESS: It will take half an hour.. 

THE CHAIRMAN: How long? 

MR. CARSON: Mr. Jefferson remainds me that it will 
take half an hour. 

MR, O'DONNELL DGD: «10.18. 4 barge ficia, that coal field: 

THE CHAIRMAN: We will go on then. You had better 
begin, Mr. Carson. 

MR. CARSON: Now, the subject of Alberta coal. 

THE CHAIRMAN: Where is this in your brief% 

ME 2 (CARSON? ZT am lostfor se minute. “I will eive you 
the page. It is page 96. It commences with page 96 
and runs over to page LOO in Part i: 

MR, CARSON: Now, Mp. Jefferson, without reviewing 
in detail the history of the rates on Alberta coal to 
Ontario points, would you please say if the rate of $8 
per ton, established following the discussions which took 
place between representatives of the Dominion Government 


the Alberta Government, the coal shippers, and the railways, 
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as referred to at the bottom of page 99 and the top of 


page 100, 


MR. 
one zone 
A. 
THE 
A. 


Te-row LH el Leeur 
No sir. The present rate is $8.33 per net ton. 


CHAIRMAN: Is that from one zone to another 


CARSON: @ The Chairman asks if thet is from 
to another zone? 

That is the rate from all Alberta mines. 
CHAIRMAN: Q. To where? 


Including the Eastern British Columbia mines, 


to points in Ontario. 


Q. 


All points in Ontario? 


(Page 14119 follows) 
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A. All points in Ontario. The rate of $8 was 
increased by 25 cents effective April 8, 1948, following 
the decision of the Board in the 21 per cent case, and 
by 8 cents effective October 11, 1949, as a result of 
the interim order of the Board dated the 24th of September, 
1949. 

MR. CARSON: Do you know the basis by which that 
rate of $8 was determined? 


THE CHAIRMAN: Pardon me; I wanted to ask some- 


thing about page 96. In the first line at the top of the 
page you say: 

"Earlier in this submission reference was made 

to a non-compensatory rate known as the 'At-and- 
Rast! grain rates." 

MR. CARSON: Yes, 

THE CHAIRMAN: Then you say, "There is another 
Gompetitive rate. . ." Is that word "another" properly 
employed there? 

MR. CARSON: Q. His lordship points out that in 
the brief you say: 

"Earlier in this submission reference was made 

to a non-compensatory rate known as the "At-and- 
East" grain rates. There is another competitive 
rate that is also non-compensatory and that is the 
rate on Alberta coal to Cat aese points." 

The "at-and-east" rate is a competitive rate? 
Aa es, 

THE CHAIRMAN: You consider it a competitive rate? 

MR. CARSON: Yes, but I did not want to answer 
without Mr. Jefferson telling me. I thought it was a 
competitive rate. 

MR. PRAWLEY: Is the Alberta coal rate a 


competitive rate? 
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MR. CARSON: Q. Mr. Frawley wants to know if 
the Alberta coal rate is a competitive rate? 

A. Well, I would think it was, any rate as low as 
$8.33 from Alberta to Ontario, and everyone knows the 
rate was made with a view to encouraging the movement 
of coal from Alberta to Ontario in competition with coal 
from the United States to Ontario. 

MR. FRAWLEY: Q. You mean it is market com- 
petition? 

A. That is competition. 

Q. The "at-and-east" grain rate is water com- 
petition? 

A. Well, the "at-and-east" grain rate is water 
competitive in the sense that the rate from Buffalo to 
New York is competitive withyeanal rates, and the rate 
from the Georgian Bay ports to West Saint John and Halifax 
is the same as from Buffalo to New York. 

THE CHAIRMAN: I think the point arises from the 
fact that you say there, "The 'At-and-East' grain rates 
were competitive." Perhaps you mean they were in their 
Origin. 

MR. CARSON: The "“at-and-east" grain rates were 
competitive because of American carrier competition. 

THE CHAIRMAN: Do you mean they are competitive? 

MR. CARSON: Q. Are they competitive today? 

Ae Yes. 

Q. Where we say they were competitive, they were 
competitive in their oricin:.ts. that 10? 

A. It may be the language is not quite right there. 
We are talking about something that was competitive because 
of American carrier competition, but they are still com- 
petitive. 

Q. And they have been dealt with earlier in the 
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submission? 
A. Earlier in the submission; we dealt with that 
yesterday. 

THE CHAIRMAN: That is what you mean by saying 
"were ''? 

MR. CARSON: Yes. 

THE CHAIRMAN: Then you consider both these 
rates as competitive, and as still competitive, both the 
grain rate and the coal rate? 

MR. CARSON: Yes. His lordship has asked me if 
we consider the "at-and-east! grain rate and the Alberta 
coal rate were competitive and are still competitive? 

THE WITNESS: Yes, sir. 

THE CHAIRMAN: An ordinary competitive rate is 
one you fix yourselves and you can get rid of whenever 
you want to, whereas the Crows Nest rates are not in that 
position? 

MR..CARSON: The Alberta coal rates? 

THE CHAIRMAN: No, the Crows Nest grain rates; 


THE WITNESS: The Crows Nest grain rates are 
not published as competitive rates. 

MR. CARSON: The "at-and-east" rates are not 
the Crows Nest rates. 

THE CHAIRMAN: Oh, yes, I am altogether in the 
wrong. I just saw the words "grain rates" there. I see 
now. | 

MR. CARSON: It is "at-and-east". 

MR. FRAWLEY: If it had been the Crows Nest grain 
rates I would not have objected to my friend talking about 
them: im this connection: 

THE CHAIRMAN: I just saw the words "grain rates". 
I had underlined them and I jumped to that conclusion. 


This is taking it to the Atlantic seaboard. 
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COMMISSIONER ANGUS: Q. There is one question 
related to what we were discussing a few minutes ago. Are 
the various rates that you consider non-compensatory used 
in making the system average to decide whether other 
rates are compensatory? 

Rei nes« S17. 

MR. CARSON: Oh, yes. 

COMMISSIONER ANGUS: Is that a good practice? 

MR. CARSON: Q. Dr. Angus wants to know if that 
is a good practice. For instance, in answer to Dr. Innis 
a little while ago you told him you included the revenue 
from the Crows Nest rates, as an illustration, to arrive 
at this system average. Dr. Angus is asking whether you 
regard that as good practice? 

COMMISSIONER ANGUS: It gives you the system 
average, but does it give you a useful average for 
deciding whether other rates are compensatory? 

THE WITNESS: Well, I don't know how you could 
eliminate the Crows Nest grain traffic in assessing or 
determining your system car-mile average earnings. It 
would be a tremendous task because you would have to 
me-audit every bill to eliminate that traffic. 

COMMISSIONER ANGUS: I can see it would be 
difficult, but I was wondering if it detracts at all from 
the value of the measure. 

MR. CARSON: Q. Dr. Angus was wondering whether 
you thought it detracted at all from the value of the 
measure? 

A. If it detracted -- 

a. Te i detracted at all from the value of that 
average aS a measure or yardstick on whether a rate is 
compensatory or not? 


A. It might well be that if the Crows Nest grain 
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traffic was not in the figures in determining the average 
car-mile earnings your car-mile earnings on other traffic 
would be higher, but we have no way of eliminating it, and 
all we can use is the yardstick of our system car-mile 
earnings. When that yardstick is used -- I was going to 


take something else, but I have forgotten what it was. 


(Page 14124 follows) 
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COMMISSIONER ANGUS: I suppose really the 
argument is that, since the traffic as a whole is com- 
pensatory, the average must also be compensatory. 

MR CARSON: That is the way it struck me, 
but I did not know whether I was putting something that 
my friends understood better than I did. 

THE WITNESS: What I was going to add, Dr. 
Angus, was this, that we use the averages for the 
previous year or the previous month. We know that that 
does not include the level of rates we need because we 
need more money, like we do at the present time. In 
normal times the yardstick is all right, but in times 
of need for increased revenue you might say it is not 
right, but we let the need for increased revenue take 
care of itself when we get the decision on applications 
for increased rates in general, which would include 
the rates on any commodity with which we were dealing 
today. 

THE CHAIRMAN: Well, I think now we had better 
adjourn. 


---At 3:58 p.m. the Commission adjourned, to meet again 
at 10:30 a.m., January 30, 1950. 
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MONDAY, FEBRUARY 6, 1950 
MORNING SESSION 


THE CHAIRMAN: Well, Mr. Covert? 
MR. COVERT: The first submission is that of 
May Bos.) Youre. 
EDWARD JAMES YOUNG - Galled. 
Examined by Mr. Covert: 
Q. Mr. Young, you might give your full name to 
the reporter. 
A. Edward James Young. 
ANG WOU LI Ve ==? 


Q 

A. In Toronto. 
Q. And your occupation, Mr. Young? 
A 


I am a farmer. 


cD) 


And you were formerly a director of the Canadian 
National Railways? 

A. For some years I was. 

Q. And you have a brief. Would you like to read it? 

Mee AOS TL Will) pead a", 

THE CHAIRMAN: You were formerly in Saskatchewan, were 
you? 

ae. Yes i miehs texnd ain gentlemen, that though I was 
for a while a director of the C.N.R., I have not consulted 
any official of any railway company in regard to this brief, 
and though I have been farming for many years I have not con- 
sulted any officiel ar anybody connected with any farmers! 
organization. The views here are Simply the views I hold as 
a ¢2ci zen of Caneda,, 

Gentlemen; - 

Two things are necessary to preserve the solvency 

of our railways: (1) Canada herself must be prosperous and (2) 


the railways must share in that prosperity. Today Canada 
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is more prosperous than ever before; but the railways 

are finding it hard to make ends meet. This is unfortu- 
nate, for financially embarrassed railways cannot function 
efficiently; and without efficient railway service 
Canadian prosperity cannot long continue. 

The reason why the railways have not been able to 
Share in the general prosperity is that they have not 
sufficient control over their own affairs. Their operating 
costs have grown out of all proportion to their earnings 
and they are powerless to do anything about it. They are 
powerless because they have no control over either the 
rates they charge or the expenses they incur. 

The Board of neonecens has authority over the services 
the railways render and the rates they charge; but it is 
not responsible for their solvency. Their wage costs 
are at the mercy of the trade unions, which seem to be 
quite indifferent to matters of solvency. The railways 
themselves seem to have no power except to do as they are 
told. 

Here are a few examples of their helplessness in the 
management of their own affairs:- 

(1) The Board of Transport has repeatedly ordered 
them to get rid of their old wooden passenger cars and 
replace them with something safer for the public to ride 
in. Yet, within the last year, railways have pound a 
necessary to refrain from ordering new equipment because 
they couldn't atiord to buy 16’. 

(2) Shortly after the war broke out, operating costs 
began to rise; but, for awhile, the increase was more than 
offset by the increased volume of business and the railways 
enjoyed a spe ll of prosperity. Soon, however, costs were 
rising faster than earnings, and in 1946 the railways 


found it necessary to apply for authority to raise their 
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rates by 30 percent. After long delay, during which costs 
continued to rise, they were granted partial relief in a 

el percent. rise in rates on some, but not all of their 
traffic. But even this insufficient relief met with stren- 
uous opposition in the country, the governments of seven 
provinces combining their forces to fight it. 

(3) In some parts of the country truck and water 
competition had forced the railways to reduce some of 
their rates below those authorized by the Transport Board. 
When a change in the competitive position made this 
reduction no longer necessary, the railways raised the 
rates to the authorized levels. But the Board intervened 
and ordered the lower rates re-instated. 

(4) In 1948 sixteen unions, representing approximatey 
half of the to€éal number of railway employees in the 
country, applied for wage increases of 35 cents an hour. 
The railways replied that they had no sources of revenue 
from which they could hope to pay such demands. A Con- 

ejliation Board confirmed their contention and recommended 
an increase of 7 cents an hour as the highest they could 
justify. In spite of this finding the unions decided to 
enforce theirdemands in full, by strike action. A date 
was set on which the strike was to take effect and all 
the people of Canada were to be deprived of railway service 
until the railways yielded. 

Rather than see that happen, the Government inter- 
vened and the Minister of Labour finally persuaded the 
unions to accept a 17-cent increase retroactive to March 
lst, 1948. The railways had no choice but to submit and 
pay the bill. 


The settlement averted a strike, but it cost the C.N.R. 
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$93,555,000.00 in increased wages during the year 1948, and 
the C.P.R. a proportionate amount. 

Encouraged by their Success, these same unions were 
back the next year, 1949, with new demands for further 
wage increases plus a 40-hour week. These new demands are 
now before a Conciliation Board. But the unions still have 
the same weapon in their hands; and the rdlways are as 
helpless as before. 

It is hard to see how anything can be done to preserve 
the solvency of the railways as long as they are exposed 
to attacks of this nature. No matter what is done to 
increase reye iues, the unions can take it all. 

It will be seen from the above examples how helpless 
the railways are in dealing with their problems. It is 
not contended here that they should have complete control 
in matters of freight rates and wage rates; butvit is 
Suggested that no business could hope to survive if its 
management had as little control as the railways have over 
matters of such vital importance. 

Looking back over the events referred to above, it 
would seem that the request of the railways for higher 
freight rates was necessitated by the rapid rise in oper- 
ating costs and might have been treated as an emergency. 

If immediate relief had been granted, on“ temporary basis, 

to be withdrawn as prices returned to Normal,there would 
probably have been little opposition from the public. 

But .today, with prices of our export products falling, 

it would be very difficult to get farmers and other exporters 
to agree to higher freight rates that are likely to be 
permanent while their own incomes are aeetining. 

How to keep railway operating costs down to a normal 
relationship with possible earnings is a problem. The 


largest item of cost is wages. The unions seem to have 
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it in their power to enforce whatever wage demands 
they choose to make, regardless of the value of their 
services, or the suffering their actions might inflict 
“on others. 

In all these matters the unions have acted within 
their legal rights. The question is: What are these 
legal rights, how were they acquired, and who was deprived 
of his legal rights in order to make them possible? There 
must be something wrong with laws and practices that enable 
one group of private citizens, responsible to no one 
but themselves, to hold all the people of Canada as 
hostages for the performance of another group. 

The most important things to remember in any study 
of our railway problem are, (1) that Canada, more than most 
countries, depends for her prosperity on her export trade; 
(2) that we cannot control the prices we receive for 
our exports, but must sel] them for whatever the world will 
pay; (3) that every addition to the cost of transporting 
our exports must come out of the pockets of those Canadians 
engaged in producing them; and (4) that if we would keep 
our own people employed, all our domestic prices and 
costs, including railway costs, must be kept in reasonable 
harmony with the prices we receive for our exports, if 
we forget these things or fail to follow the course they 


indicate, neither Canada nor her railways can prosper. 


(Page 14131 follows) 
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CROSS EXAMINATION BY MR. SHEPARD 


Q. Mr. Chairman, I have a few questions to ask 
Mr. Young if I may. I think perhaps out of fairness to 
you, Mr. Young, I should tell you that I am appearing 
for the Province of Manitoba before this Royal Commission 
and because there is activity in another court room this 
morning, I am also acting for the Provinces of Saskatchewan, 
Alberta, and British Columbia. The first page of your 
briergyMrws Young, in’ the first paragraph, the fifth line, 
sterting on the fourth line actually, this sentence 
appears: 

"This is unfortunate (referring back to 
the first part of your statement) for financially 
embarrassed railways cannot function efficiently;" 

I presume you are not meaning to imply there 
that a financially unembarrassed railway would necessarily 
function efficiently? 

A. Tt  doés not follow bute if it adoes not function 
efficiently, then I think it would soon be financially 
embarrassed. 

Q. My only point in questioning that statement at 
all is that financial stability of a railway does not 
guarantee efficient operation of it necessarily? 

A. No. 

OueTric. may br ib may mots. Tnen, in the second 
peragraph you are Yreferring to railway operating costs 
and your second sentence is: 

"Their operating costs have grown out of all 
proportion to their earnings and they are powerless 
to do anything about it." 

I suppose you would be willing to qualify thet 


to perhaps a limited extent --"powerless to do anything 
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about it”. Actually the railways have some control over 
some elements of their cost? 

ie Powerless to do anything much about it,or 
"snything effective" would be a better word. 

Q. The fact is this, the railways are free to 
take edvantage of technological advances which should 
result in greater efficiency and reduced operating cost? 

i, Not altogether free; it costs an awful lot of 
money to modernize a railway -- much more than the railways 
have available. 

Q. That. is. your point? 

A. Yes. 

Q. And it is a fact thet wages do constitute about 
fifty-seven per cent of their operating costs and that 
igs the prime matter you have reference to? 

A. Yes. 

Q. Then, the next sentence: 

"They are powerless because they have no control 
over either the rates they charge or the expenses 
they rou,” 

I was going to suggest to you that actually the 
control of the Board of Transport Commissioners over rates 
is not all-inclusive. There is a substantial amount of 
traffic carried by the railways at rates that are not 
under the jurisdiction of the Board of Transport Com- 
missioners? 

MR. SINCLAIR: What are they? 

MR. SHEPARD: The competitive rates. 

MR SINCLAIR: Insubomit that if my friend, Mr. 
Shepard, is going to say that, that is not in accordance 
with the Act. The only rates not under control of the 


Board are the grain rates -- the Crow's Nest Pass rates. 
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MR. SHEPARD: I agree with my friend, Mr. Chairman, 
but it is the way in which the competitive rates fit in. 
The fact is, though that the competitive rates have 
no floor but they ere subject to the ceiling of the 
standard rates. 

MR. SINCLAIR: They sre subject to the Board's 
power to prescribe rates. 

THE CHAIRMAN: No doubt Mr. Young understands the 
situation. What you mean is this, that the Board fixes 
ceiling rates and they sre free to act below that 
ceiling rate? 

A. Yes, that is the only way. 

Q. They cannot make the rates any higher, of 
course, but they do make them lower. You know that, 
MPs Oune? 

A. Yes. 1. think, Mr. Chairman, 2eem. 3 ou 
Page 2 deals with that: 

"In some parts of the country truck and 
water competition had forced the railways to 
reduce some of their rates below those authorized 
by the Transport Bosrd." 

But when the competition was removed and the 
railways tried to bring their rates back to the ceiling 
authorized by the Board, they were forbidden to do so, 

MR. SHEPARD: That was some time ago? 

A. A year ago last fall, I think. 

Q. And in fact, the competitive rates were in- 
ereased since the 21 per cent Judgment was out? 

AS I believe they were. At the time it was a 
thing which the law said they could do, but the Board 
forbsde them to. | 

ae That is something that did occur but is not 
now current? 

A. It is not in existence at the present moment, 
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Q. Then, at the bottom of: Page 1, Mr. Young, you 
make reference in sub-paragraph (1) there to the re- 
peated order of the Board to remove old wooden passenger 
cars and replace them with something better from a safety 
standpoint? 

A. Yes. 

Q. Now, I presume you would agree with me that 
the railways have freedom of action subject to the difficulty 
of financing which I think you and I both recognize, to 
improve their equipment, improve their track so that they 
can handle freight more efficiently and perhaps as a 
result in the long term cut down operating expenses in 
that way? | 

A. I think you will find that the railways are 
doing everything they possibly can in that line. Their 
limitation is money. 

Q. I agree with that but my point is that the 
fundamental restriction of the Board of Transport Com- 
missioners is with regard to safety. In other words, 
it fixes @ minimum standard of service from a safety 
standpoint but it does not restrict the railways in 
acquiring a higher standard of service which will produce 
more efficient operation? 

Ae Oh no, so far as the Board is concerned, the 
more improvements the railways make, the better, but 
the Board does not take any responsibility for putting 
them in e position to do it. 

Q. Now, at the top of Page 2, actually the 
sentence starts at the bottom of Page 1, you say: 

"Vet, within ae last year, railways have 
found it necessary to refrain from ordering new 
equipment because they couldn't aford to buy 

Do you mean that they have not ordered any 


new equipment? 
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Ay No, I would not say that; they have not 
ordered as much as they had planned to order. 

Qe It may be 2 matter cd interest to the Commission. 
On Page 23 of the 1948 Canadian Pacific Railway Annual 
Report there is an item which indicates additions and 
betterments to railway rolling stock and inland feee at: 
ships, totalling something oer $43,000,000 in that year, 
and in the 1948 Canadian National Railways Annual Report 
at Page 20 under the sub-heading of "Equipment Purchased 
or Built" something over $49,000,000 in that year and 
the 1949 figures, unfortunately, are not available, but 
I understand they are not very much different from the 
1948 figures and perhaps my friends in the railways can 
Sorrect. me If runav La noe "80. 

A. The report does not indicate how much they would 
like to have done? 

Q. NO. Ther, on Page 2; "Nir e*Youns: 

"After long delay during which costs continued 
to rise, they (that is the railways) were granted 
partial relief and a 21 per cent increase on rates 
on some but not all of their traffic." | 

Now, are you referring to the grain rates there? 
A. In part. 

Q. And the competitive rates? 

A. Yes. 

Q. Of course, the competitive rates, that is up 
to the railways to increase those or not as they see fit 
or as they think is possible? 

A. Yes. 

Q. Then, in the next sentence you say: 

"But even this insufficient relief met with 
strenuous opposition in the country, the governments 


of seven provinces combining their forces to fight it." 
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I just wanted to ask you, Mr. Young, whether 
you had made a study yourself of the 21 per cent Judgment 
and the province's petition to the Governor-in-Council 
and the Order-in-Council referring the judgment back to 
the Board for review? 

A. A study -- no. 

Q. Have you read all those three documents? 

A. No. 

Q. Because I wanted to suggest that the basis 
of the provincial appeal from that Judgment was not 
primarily the 21 per cent, but the principles or the 
lack of principles upon which the Board proceeded in 
arriving at that amount? 

? A. Yes, in the meantime, though the railways 
are running in the red and they cannot get any relief 
apparently until these cher matters you refer to ere 
dealt with,but this was an emergency in which immediate 
relief was necessary if the railways were to be kept 
solvent. 

Q. Your point might perhaps be made thus, Mr. 
Young -- if there was machinery provided for a quick 
interim dispoition ofan energency rate appltcation, ‘Is 
that what you have in mind? 

A. Yes, and of course, I do not know the problems 
that concern the Board of Transport Commissioners, but 
my recollection is that from the time the application 
was submitted until a decision was arrived Seno ite about 
seventeen months, which is a long time to be running 
in the red, 

Q. it'is,, Ll -agree.’” On’ Page’ 2, paragraph 3, Mr. 
Young, I think probably we have covered that but the 


last sentence there says: 
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"The Board intervened and ordered the lower 

rates reinstated." 

What you have reference to is what actually 
transpired at the 21 per cent hearing in that paragraph? 

A. That was apart from the 21 per cent hesring. 
The railways felt that they had a right to charge up 
to the ceiling rates authorized by the Board. The com- 
petition was such that in certain instances they could 
not do it. When the competitive position changed and 
they were free to do it so far as competition was con- 
cerned, they considered they had a legal right to do it 
and did it without reference to the Board and the Board 
said: "No, you cannot do that" and ordered them to 
reinstate the old rates. 

THE CHAIRMAN: How long did that condition 
£0 .0on7 

MR. SHEPARD: I think it has been put on the 
record, MewChalrmans My recellection “1s “that “continued 
until the disposition of the judgment in the 21 per cent 
case and I got a nod of assent from my friend Mr. Sinclair, 
so apparently that is so. 

THE CHAIRMAN: And ,then the Board's pro- 
hibition was lifted? 

MR... SHEPPARD'S Westsie sy Mr ?-Young, ‘would be 
interested to know where you obtained the figure on the 
top of Page 3 of your brief of the increased cost of 
wages to the Canadian National Réilway in 1948 of 
$93 ,555 ,000? 

A. From the Annual Report of the Canadian National 
Railway. You probably have it on your desk. 

Q. I have a copy of the Report here. 

A. You will find it there; I cannot tell you 


the exact page. 
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Q. I have not got the exact figures. It might be 
of interest, Mr. Chairman, if the railways would put those 
figures on the record here. I know they are a matter of 
record on the rate case. 

THE CHAIRMAN: What figures are you asking for? 

MR. SHEPARD: The figures for the cost of the 
17 cents an hour wage increase in 1948. My recollection 
is that the Canadian National Railway figure shown in 
Mr. Young's brief is substantially in excess of what the 
cost was. 

MR. FRIEL: It all depends what year he is re- 
ferring to. Do you mean for the year 1948 over the year 
1939, for instance? 

THE WITNESS: Yes, that is the increase and that 
was made for only ten months of the year. 

THE CHAIRMAN: What two years are you comparing 
there when you give the figure of $93,555,000? 

THE WITNESS: A. The previous year -- the year 
1948 compared with 1947, 

Q. You say that this increase in wages alone cost 
the Canadian National Railways $93,555,000 more than it 
had the year previous? 

As Well, you still have to make allowance for 
differences in numbers of employees but this is the 
difference that was traced directly to the award. 

Q. Do you dispute those figures? 

MR. FRIEL: I have not got the figures with me, 
Mr. Chairman, but Edo not ’think Hesiscrar’ out. 

MR. COVERT: Mr. Chairman, the Report of the 
Canadien National Railway for 1948 at Pages 6 and 7 reads: 

"The following summary shows in round 

figures the effect on the operating results 


of the system of the changes in the wage and 
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price levels in 1948 as compared with 1939," 
And then they have a column: "Lines in Canada" and 
"Lines in U.S." and "Additional Cost Due to Increase in 
Wage Rates $93,555,000", which is the figure which Mr, 
Young gives. That. is.in ,ompari son with 2939. 
THE CHAIRMAN: Not 1947? 
THE WITNESS: Is that 1939? It was not my 
understanding of it. 
MR. COVERT: I expect that is where you got your 
TECUre, i dao: e 
A. Yes -- "Additional cost Due to Increase in 
Wage Rates, $93,555,000 in 1948 compared to 1939." I guess 
you ere right; my mistake. 
| MR. SHEPARD: Mr. Sinclair has just handed to me, 
Mr. Chairman, and I think it might be well to read it, 
an extract from the 1948 Canadian Pacific Railway Report: 
"The general wage increase of 17 cents per 
hour which was made effective March 1, 1948 added 
approximately 22,5 million to expenses while changes 
provided for in agreement with employees in respect 
of wages, vacations and working conditions increased 
pay rolls by $2,000,000," 
So it is about $24,500,000 more cost in 1948 which was not 
a complete year but ten months of the year for the 
Canadian Pacific Railway. 
A. I will have to correct those figures in the 
Diet. 
Q. Well, I think the record is clear now, Mr. 
Young. It was just a matter of clearing tat up. In 
the fourth paragraph on Page 3, you say: 
"It is not contended here that they. (the 
railways) should have complete control in matters 


of freight rates." 
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And then you go on to suggest that the railways have got 
insufficient control to survive. I wondered if you had 
any suggestion as to how much control the railways should 
have and just how it should be done? 

THE CHAIRMAN: That is over freight rates and > 
wage rates? 

MR. SHEPARD: I was only dealing with freight 
rates myself at the moment, sir. 

THE CHAIRMAN: Mr. Young mentioned both. 

THE WITNESS: I do not think you could give the 
railways complete control over freight rates because they 
might set rates that were ruinous to traffic and have 
the traffic ruined before they were aware they were too 
high or they might set rates that were at variance with 
national policy. The rates should still be under the 
control of the Board of Transport Commissioners but the 
Board of Transport Commissioners should assume some re- 
sponsibility for keeping the railways solvent. 

MR. SHEPARD: Have you any suggestion as to how 
that can be done, Mr. Young, with those qualifications 
“you have just expressed? 

A. Well, I do not know that I could go into details 
GL ELT % 

THE CHAIRMAN: Well, Mr. Young, if you can 
tell us what principles you think the Board ought 
to apply when dealing with freight rates in preference 
to the principles that they apply now which you apparently 
do not think satisfactory, it might be of use to us to 
know that? 

hy The Board of Transport Commissioners should ~ 
regulate rates with regard to what the traffic will 
bear and the solvency of the railways and then, in 


cases where the national interest requires the railways 
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to render uneconomic service, they should be allowed 
to charge rates high enough to cover the cost of such 
services and the government itself should pay a portion 
of the charges. That is to say, there are services 
demanded of the railways that are not economic and if 
they charge uneconomic rates for them, the traffic would 
not stand it, but yet in the national interest they want 
to keep that traffic going. I think such charges as that 
should be paid by the government and the railways should 
be allowed to charge an economic rate for it. 

@. Are you referring to both railways -- the Canadian 
National and the Canadian Pacific? 

A. Yes. 

MR. SHEPARD: And I wondered what comments 
you had, if any, on that same paragraph because, as the 
Chairman has pointed out, Mr. Young, you refer also to 
control of wage rates. Have you any suggestions as to 
what additional control the railways should have over 
that matter? 

pe Yes. Taking the case cited here, we find fhat . 
those sixteen railway unions were strong enough to force 
the government to come to terms with them. Now, I hold 
that no organization should be allowed to exist within 
a state that can do that. The government must be the 
supreme authority and no organization not responsible to 
the people should be allowed to be so powerful. 

Now, how did the railways get that power -- 
the unions? It is not inherent in themselves; they 
have been assisted to build up their strength by some 
laws and . Practices that we have adopted of recent 
years. We have a law which says that certain boards 
shall recognize certain unions or a certain union as 


the sole bargaining agency in a given industry. 
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That union must be the largest union in the industry 
but once it is recognized as the sole bargaining agency 
in that industry, by that act we have made that union 
much more powerful than it naturally is. 

Then, we have what we call the Rand Formula, 
Which is not a part of the law but is being carried out 
in practice, which says that employees who do not belong 
to the union which is the sole bargaining agency, must 
not be forced to join it butitheyyskhould be forced to 
contribute to its fund. 


(page 14142 follows) 
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There again we build it up. Then we have 
something that is not mentioned -- 
THE CHAIRMAN: Q. Is that formula being 
followed? 
A in: instances). believe) tis. rt have: heard of 


strikes being settled by that formula; I think there was 


one settled in Windsor that way. The formula was first 
used there in the automobile strike. Then we have some- 
thing that is not mentioned either in the law. We have 


what we call the closed shop which permits a union in one 
shop to forbid anyone to work in that shop unless he 
belongs to that union. These things build up the 
strength of the union much more than they should be, and 
these are things which made these sixteen unions so 
powerful that they could say to the Government of Canada, 
‘Gnileds you force the railways to come - our terms we 
will starve the people into submission." I submit 

that should not be tolerated in a free country. 

Q. What would you do about it? 

A. What to do about it? One thing we could do 
is to bring unions under the Combines Act. 

Q. What? 

A. Trade unions under the Combines Act. i eves 
there was a case of a combination in restraint of trade 
surely that was a case. We never hear of them being 
prought under the Combines Act. 

COMMISSIONER INNIS: Q. Do you regard labour as 
a commodity? 

A. I do not care whether or not it. is a commodity. 
Labour insists on treating itself as a commodity. It 
insists on selling itself to the highest bidder. It 
seems to me that if these special privileges which are 


granted to labour -- if we maintained law and order at 
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times of striking unions would not be so powerful that 
they could defy the government, and of course if the 
Combines Act were available. 

THE CHAIRMAN: Q. I must say I do not see 
what comparison you can make between the situation you 
have depicted to us and the Combines Act. The Combines 
Act, as the name expresses, prevents a certain number of 
companies getting together and agreeing to fix prices 
at high levels. How do you compare that with trade 
unions dealing with their own members only? 

A. They deal with their own members only within the 
unionjr but then as. ae body == 

Q. What you mean is there should be some law to 
prevent them; that is what you mean -- if not the Combines 
Act? 

A Yes sOwe wWwiLio pu. Le ctha ve way, 

Q. How would you prevent strikes then? 

A I would not prevent strikes. 

Q Well, that is the ultimate weapon, is it not? 

A. Yes, it is the ultimate weapon, and I would not 
deny labour the right to strike, but I would insist on 
them maintaining law and order while they strike. We have 
had examples in this country of men going on strike, tying 
up all traffic on the streets, forbidding men to enter 
their own premises, forbidding private citizens to go 
about their own business, and nothing done about it. 

Very often the strike is settled and one of the conditions 
of the settlement is that there be no prosecutions for 
lawlessness. 

Q. Of course the problem we have is how to keep 
the railways running; how would you keep them running? 

A. You mean how would we keep them running if they 
did not strike? 


Q. If they did strike? 
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A. Let us conceive such a thing happened, This 
country can easily be starved into submission, and whether 
the demands of the railways are just or unjust -- 

Q. You mean the unions? 

AX Yes, the demands of the unions; whether they 
are “jus toor-unjust they “are still’ in’a-position ‘to foree 
them on the people or on the railways because no government 
can see the people starve. That is the position they 
are in. I think everyone will agree that that should 
nou be. 

Q. How would you stop it? If you have any sug- 
gestion I should like to hear it. 

A. Competition. We are very much dependent in 
this country on the railways. Trucks offer only partial 
competition. There is always the possibility of all 
forms of transportation getting together, and if the 
railways and the trucks were all in one and the railway 
unions and the truckers' unions all in one we would be 
in a worse position than ever. It would be a good 
thing for the country if there was sufficient trans- 
portation of other forms, truck and water, whatever you 
can get, to supply the essentials of life even if we 
did have a railway strike that could not be settled, 
but £ do not think the railway unions would carry on a 
prolonged strike if they did not have this great power 
in their hands. As I said, the law has made it 
practical to have one union in the shops where there might 
have been two or three. The laws have required all rail- 
way men to join the it Gils at least the laws and prac- 
tices together. I say that is too much power to allow 
them to hold, and if they were not so united there would 


be a much better chance of getting a settlement. ie 
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there were some outside the union who were willing to work 
those on strike would be more apt to come to terms and 
would be more ready to make a settlement. 

MR SHEPARD: @Q. Mr. Young, in the fifth para- 
graph on page 3, the second sentence, you are referring 
to the initial 30 per cent rate increase application by 
the railways, and you say: 

"Tf immediate relief had been granted, on 

a temporary basis --" 
and so on. I wanted to discuss with you this propo- 
sition. Let us assume that immediate relief had been 
granted at the time you suggest it should have been 
granted. Let us assume that the railway unions had been 
negotiating wages at that time or shortly after, which in 
fact they were. Would they not have been in even a 
better position to perhaps get even more of an increase 
than they did because of the improved revenue position 
of the railways which in turn might have resulted in a 
higher wage increase and no improvement in the net opera- 
ting position of the railways? 

A. My recollection is the application for the 
30 per cent increase was to cover wage increases that had 
already taken place. 

Q And rising costs of materials? 

A. Yes, rising costs of materials, and this long 
delay in getting a settlement on that question brought 
this other demand for an increased rate to the fore at 
the time, but you see if the railways had been assured 
they were going to get that 30 per cent or had received 
it 1t would have been easier. I believe that if the 
railways were free to get the rates they wanted they would 
be tempted to follow the line of least resistance and give 


the men everything they asked for in order to preserve 


‘awed adi sid fb ahee 
: sibvietsd ots Noy ,wonedase & -~ 
an 72 actdsitiugs wanaesme gdan Ft Bsa GE estddHt 
Sai bie jayawkis 
| as ,nadHeng Asad bait teilon edeivaint 42" 69. om 
ae Me shel Wik ‘ey: Rpeondinid, cmameam hi -aig., 
-cqeeg Bird bey détw Geueahb od bodiew E.)' - .iis: 08 bis 
feed bed tothas adubboame daily oitvees ei tod res 
hoot svad Sivene 3% SaggEue voy saint odd da betherg i‘ 
neod bad Sacisti Yawilse sHo Jah} saweas wy tod ' (Bediiees _ 
Ht dotdw ,dé#ia @£3468@ 46 ahit ferid de eonew aeisatiguan — 
s ave al Hod sped Gem Yada BivoW  :ofsw yade Poet ia 


Saoatonk Hs 15 shen gays day BGsiireq of dott ibog FSdted a’ 
nolsi8ey svnsvad Bavetaml odd to cedesed G25 vedt Agdy 
& at Bidivest avai Gagei ifaid i dotdw ayewthes add 26 
“81596 den sit oi JARMSYONGH Gh baa Saedasnk oa 45lgta 
teiewiise eAt bata ten cas 
Sf¢ 484 Soltsesdteds afd aE ford: ost YM. oh 
bow. dpAd Soanedodt Seal Se¥do Ge ahs anreoiea dies Haq GE 
F Sela ciodsd ¢bASiLs 
?efebieten $6 -edaos wsifetd baa 5 
ofctl eitt boa ,~eba peste So ateo? antate pat id 
$izudtd Hoideglb duGd fis FAsheigese & antddey Ai tered 
; Js stot add od shee pogsscont As 4Gt paeHGK Hodes wind 
: HoyH8se ASed Bad Byewhket SH4- Ti vag wey Hid ,emit cd 7 


; osvlooe: Dal de dish aay OF dadd eon of Shing. Stee vod 
4 i’ is : 


tend ovelied I ,4sbese need s¥sh-nLucw th oF 


- 14146 - Mr. Young, cr-ex 


peace and goodwill which very often would result in 
destroying.otraffic. 

Q. And would not improve the net operating position 
of the railways? 

A. No, 

i. Then on page 4 of your brief, Mr. Young, the 
phrase following No. 4: 

"and that if we would keep our own people employed, 

all our domestic prices and costs, including railway 

costs, must be kept in reasonable harmony with the 
prices we receive for our exports." 

fh. Rec, 

Q. Are you suggesting there that freight rates 
Should go up and down with the variation of export com- 
modity prices? 

A. No. 

Q. I wondered what you meant by that? 

A. They should, broadly speaking, yes, but com- 
modity prices fluctuate every day, and railway rates 
cannot fluctuate every day. They cannot be allowed to, 
but they should be in reasonable harmony. Take, for 
instance, the Crows Nest rates. There have been times 
when those rates were adequate, and there have been times 
when they were not. | 

Q. From the railway standpoint? 

A. From the railway standpoint, yes. During the 
first world war when the price of wheat went up to eae 
thing over $2 a bushel those rates were set aside and 
there was not very much opposition to it, and they were 
restored after the emergency was over. My recollection 
is that the farmers had quite a struggle to get them 
restored, but they were restored. During this world 


war the price of wheat has not gone so high,: but the rates 
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have been rigid. 
THE CHAIRMAN: Q. The rates what? 

A. Have been rigid; the Crows Nest rates have been 
Hed Where I speak in the paragraph you referred to a 
moment ago about granting emergency relief that was done 
in the first world war and on the understanding it was to 
be temporary. The railways did not ask for temporary 
relief because they figured the present increase in costs 
was going to be permanent. They did not figure on any 
return to normal, but whether there is or not, I think 
there would have been less opposition to the advance in 
rates if they had been asked for on a temporary basis 
and the people had the assurance that with the fall in 
commodity prices railway rates would fall too. That 
is over the broad picture. 

Q. Mr. Young, you mentioned grain rates a moment 
ago. Do I understand your suggestion is that with higher 
than prewar grain prices it would automatically follow 
that grain freight rates should be increased? 

A. Higher than prewar prices coupled with the 
higher than prewar costs. 

Q. Of railway operation? 

A. Of railway operations would justify some eon 
sideration, and if the farmers had been assured that it 
would be temporary and would only last while prices 


were good I do not think there would have been mueh 


trouble. 

Q. Then let us assume that the price of wheat goes 
down? 

A. Yes’. 


Q. And railway costs stay up? 


Yes. 
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Q. What happens to the grain rates under your 
suggestion? 


A. Then the railways would have to share the decline 


with the farmers. You see in the depression years the 
farmers took all the rap. Their incomes were cut com- 
pletely away, but all other costs remained the same. What 


the farmers are afraid of to-day is that the same thing 
might happen again. 
DMR. oreo PARDs>, Ll think? that isvall, Thank you, 


Mr. Young’. 


CROSS -EXAMINATION BY MR. RAPOPORT: 

Q. Mr. Young, I appear for the Canadian 
Automotive Transportation Association. I should like 
to get your views on one or two very simple questions. 
First of all do you feel that the railways should be able 
to reduce their rates in order to meet competition? 

A. They are free now to do it except for the 
economic necessities of having revenue. 

Q. I wanted to find out whether you as an individual 
think that is good railway practice? 

As To reduce their rates to meet competition? 

Q. Yes? 

A. It 1s the only thing they could do; they are free 


Q. To carry that a step further, do you feel that 
good economics should enable them to reduce their rates 
so as to eliminate competition? 

A. No. Mavbe I can ask you a question. 

Q. Not to-day, maybe some other time. 

THE CHAIRMAN: What was your question? 
MR. RAPOPORT: I asked the witness first of all 


whether he thought it was good economics to enable the 
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railways to reduce their rates to meet competition to 
which the witness said "Yes." Then I asked the witness 
whether he thought it was good economics to have railway 
rates reduced to eliminate or to get rid of competition, 
and that 1s where we were. 
THE CHAIRMAN: Q. Have you answered that? 

A. I offered to answer it by asking him another 
question and he says I must not do it. 

Q. What did you want to ask him? 

A. I wanted to ask him if it was fair for trucks 
to come in and skim off the cream of the traffic and 
leave the railways to carry all the heavy low-rate 


traffic. 
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MR. RAPOPORT: Q. Assuming that the answer 
to that question be yes, or no, or maybe, M4y I repeat 
my question and ask you what you think, whether the 
railways should be allowed to reduce their rates so as 
to get nid of competition? | {y 
A. Are they doing it? | 
Q@. Would you help me out by answering my question? 
A. If the railways are reducing their rates for 
the sole purpose of eliminating truck competition, Il 
would not be in favour of it, But I have never heard 
that they were doing it. 
Q, You do not favour a reduction so as to eliminate 
competition? 
A. I dao not favour a reduction which would 
eliminate the trucks, that is right. 
MR. RAPOPORT: Thank you. 


CROSS -EXAMINATION 

BY MR. FRIEL: 

Q. I have a couple of questions to ask you, 
Mr. Young. Would it be ‘a bad thing, if there were 
some competition which was uneconomic, to have it 
eliminated, in the general picture? 

A. You mean if truck competition were eliminated? 

Q. Let us say, for example, truck competition, 
and let us say that some of the goods they carried, or 
some of the traffic they carried were eliminated. Would 
it be bad to eliminate it? 

A. You are speaking now from the standpoint of 
trucks? 

Q. From the standpoint of any mode of trans- 
portation which is not economic in the general trans- 


portation field of Canada? 
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A. You ask if it would be @ bad thing to allow 
competition which would make it impossible for a 
competing firm of transportation to carry that partic-= 
ular line of goods? That is pretty nearly being done 
to the railways now. What is sauce for the goose ought 
to be sauce for the gander. 

Q@. You spoke of economic and uneconomic rates, 
and of a government making up the difference by 4 
subsidy? 

As. oWes 

Q@. I presume you meant to the railways? 

A. Yes. 

Q. What would be your idea of the government 
making up the uneconomic feature of it to the industry 
itself, let us say, to the farmer, in regard to the 
grain rates, rather than to have the railways reduce 
their rates below a remunerative level? 

A. That would take too long. You would have to 
set up @ lot of machinery; and the farmer would have 
to make his reports and to pay his freight. Then let 
us say, the next year or so, or the year after, he gets 
some of it back, I do not think that is satisfactory. 

Q. Do you find that the way the Feed Grain 
Assistance Act is administered is unsatisfactory? 

Isn't that in effect what you are saying? Do you find 
the administration of the Feed Grain Assistance Act 
not proper? 

A. TI have heard many farmers offer criticism of 
the difficulty and the bother they are put to in getting 
benefits from that. 


Q@. But they get their assistance back all right, 


just the same? 
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A. But they are put to quite a lot of. bother to 
get it. There is a lot of red tape about it. 

tg). You speak of the prosperity of the railways, and 
you have been @ director of the Canadian National 
Railways? 

A. Yes, 

Q. You know that there are some things which would 
make for the prosperity, perhaps, of the Cenadian Pacific, 
but which would not pened ¢ the Canadian National Reil- 
ways very much, so long as they have their heavy burden 
of fixed charges as they stand at the moment. Perhaps 
you would care to comment about that? 

A. Would you mind repeating that question? 

Q. Perhaps my good friend the reporter would 
read it back. 

THE REPORTER: (reading) You know that there 
are some things which would make for the prosperity, 
perhaps, of the Canadian pacino. but which would not 
benefit the Cenadian National Railways very much, so 
long as they have their heavy burden of fixed charges 
as they stand at the moment. Perhaps you would care 
to comment about that? 

A. The Canadian National has a heavy burden of 
fixed charges. In addition, the Cenadian National has 
another handicap. It is a government-owned railway. 

MR. FRIEL: @. I did not ask you about the 
other handicaps. I just asked you about the fixed 
charges, Would you deal with my point, please? 

A. Along with the fixed charges the Canadian 
Netional has to take care of all the bankrupt railways 
in the country. Whenever a railroad becomes bankrupt, 
the government tosses it into the Canadian National 


pasket, and they have to operate it- Those railroads 


eile ™ “* 3 
UK phe: 
inf iy, rene ee we sat ; wlan aie 
: ae me) 


. | Pate ie odd te! sachin ea bc 


i y ; 
oe ea a teh De HS a 5 z EB y : 7 
b insane Vets fete Me meg tits Tones’ ora-opeil that wernt nin ei: Se: 
. . 


x he ae 5S i fa . H . . : " 
Pm pis Pe eae ys oe re - c re 66 oe a *, ae 5 Th ae ° 
sbitde? ad aaaed: off 10, agadiden (ur Ptecgotg. add ices roagt 


av [ob -Sadtaaye ress ina ff tg stennddion: binowwid ffi e¢:: 
oy > dD = ae fr ‘ s . = 
a watedit -yade. ted! avcatyoddtenraiot om: .dodm Preuyepeey 
% ris aad, SAEIG Y~ = oo eee ——- saat lib A 
(aatad- tamed’ etd. Ib baees Venti ee segteds: Sexrk? 10. 
rates a oan ae <i q vq ia ‘ . lie / 7 
Add tags “Saas... sdioeteo. blog eOy: ; 7 
' > 
; a — a . cumpa ob - a , — aot ss ee Ce a << ‘ f : 
Seyi Py. eee Oo: + beards et 33 2 Ss Mae Deke ieee a> OLED Wey the 1 
ny 7 Ji iv 


or VT yROM amine ath! haere: phew ei boadaese 1D oar 
= - - vx - - ' 


’ “K 4 ~ 
: 2 2 - = 
> 
oe a 
’ , a | ; 
—_ 
eee koe - 
af! Se Pte, Ad 
a i | ; 
- L : 
rye ot - Ree € m i te WT eet r ¢ 4 
: Vaaes Seek “ay SET > Go: : (At Se! CBP Be BAT: -2: £ Ota i 
* = Sey a ' a , - 
t's ra be i ppiest tert red eight ep rahi a Bett ctal err +6 anol 
a 2 ues co te ey 1 fore¢te 2 a es ee Pau Y weet > +i 7? «3 ee ' 
. ad f y 7 4 ’ aS tak . ioe ia % tik a) elt “4 & 
A 
. Tita. SSa5. bi Ace alte, acteet sc ¥ + 
hie tigress Inamgoo of 
Pe ee eee ey. , os 
a Pr eel, — s -* see’ pts 64 porta BS Br anpertie F5 opti fi 
ry 2 a7 32 , ¥ er I c aott- sy be oy rel pia SARyReS o erg a 
¥. . - z ’ 
ort te shoat a eh Bruit tat ee ee ee " ae * 
4 Ep sito’ ae gOS ehps ot CBA as. Dae? 
a hx 
wens are 4 3 r ‘ — cae , a . 
att. raS > . s Oe ey eg IR: eae oe os 6; ae Seunite. BS f. ane har i 
; ‘i -« MiVOs Siaatiaver get £1 o SST ORB “SOR? OFER 
‘2. ee 2 alk Pa ae a 2 ene. oe 
: i 2 ae! ; Fy Ey 5 ree, © Galil Ae! oy eae, 


ee 7 . ee Ss ; ; © ’ 
* isms ch ae od $ is fat os ‘3 4 t a ou ie test . aa =) + Pherae “ al a 


Teesala wiitiog ym dtiw fash wor biveW .dentaerio ue 
ee etre ee ee =e . 2 oe 4 , . 
is Deis) “ant egpredo bext? eft dtiwanolA' , A 


eH Tiok Jeieatuad eat Tie Re exe slat of dad: Lenottow ; 


—- pene: tt : 4 aia J 
,40%dase eemosed baatiian s several vestaue ort. fel 


Tago took a Seikoty agit otek at seeaad Famed tis 
” j ot. Fie : 
sSectitar a é re 


~ 14154 - Mr. Young, cr-ex 


are very often operated for national reasons; that is 
to say, in the interest of the nation, that is the 
reason they are operated. But the Canadian Pacific is 
not asked to operate them, because the Canadian Pacific 
is a private concern. However, the Canadian National, 
being a government-owned concern, is asked to take the 
responsibility of rendering the service, often in cases 
where there is not sufficient traffic to justify that 
service. That is why the Canadian National has such a 
tremendous capital structure. And when they take over 
these railroads, they take over their debts along with 
them. These railroads are not allowed to go into 
bankruptcy. They are taken over with their assets and 
their liabilities -- the liabilities always being greater 
than the assets -=- they are taken over by the Canadian 
National. 

Q@. -Do you think that makes for efficient operation 
of the Canadian National? 

Ase ny NOs 

Q. Do you think that something should be done 
about it? 

A, Yes. I suggested a while ago that in matters 
of that kind, the Canadian National should be allowed 
fees, and the government should make up the aifference. 
In fact, some of these roads should be so operated that 
their accounts are kept entirely separate from the 
Canadian Nstional accounts, so the Canadian National, 
as @ railroad, would have a chance to operate 
efficiently, and to run those roads charging rates on 
a management basis for the government, that is, to get 
a fee for 30 doing. 

Q,. Have you read the Canadian National submission? 
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Q. Dtd you read the part about the suggestions we 
made in regard to the capital structure? 

A. What were they? 

Q. They are quite extensive. The effect of them, 
as submitted in the main submission, would be to convert 
the government debt, which you know is very substantial, 
and in which the fixed charges amount to over $20 million 
a year, to convert that into equity capital, so that our 
fixed charges would be a publicly held debt, and not 
that part of the debt owed to the government. 

A. You mean, that the government would be in the 
same relation to the Canadian National as the shareholders 
are to the Canadian Pacific; and if there is no earnings, 
there is no dividend? 

Q.<,. Quite. 

A. Whereas, at present, the Canadian National, 
while the government owns the stock, it also is the 
creditor; and if there is no money to pay what would be 
dividends in the case of the Canadian PECAT LG sea O LS 
then charged up to them for another year? 

Quin Quite. 

A, It would be like the Canadian Pacific 
promising its shareholders fixed dividends every year 
and making those dividends cumulative. 

Q4, Quite. 

Ay Indo. not, think thet. is.,f acne 

Q@. So. you would agree that that should take place 
as we have recommended? 

As Yes. 

MR. FRIEL: Thank you. 
THE WITNESS: There is one other thing I 
would like to refer to. You will correct me if I am 


wrong. Speaking of uneconomic things which the railways 
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are asked to do: we do send grain through Halifax and 
St. John, when it would be a much shorter haul to 
deliver it somewhere else. 
THE CHAIRMAN: Q. Where, somewhere else? 

A. Portland, for example. But I think it is 
national policy to direct Canadian traffic through 
Canadian ports. That may be a good thing, perhaps, in 
the national interest. But when it is in the national 
interest, I hold that the additional cost should be 
borne by the nation and not by the railroads. That is 


what I mean. 


CROSS-EXAMINATION BY MR. SINCLAIR 


Q. I represent the Canadian Pacific Railway, 
Mr, Young. In response to some question asked by 
Mr. Friel, I believe you said that you felt that the 
present capital structure of the Canadian National 
Railways was unfair, and that one of the reasons for it 
was because the Canadian National Railways were pro- 
viding services, or were required to provide services 
to certain sections of the country where the traffic 
did not warrant that service. 

MR. FRIEL: @. He did not put it that way, 
I believe. 

Ay” No. 

Q. He spoke of bankrupt railways causing these 
traffic losses. 

A. Perhaps what I meant to say Was that when they 
took over these bankrupt railways they had to take over 
their debts; and all of that runs up their capital 
structure. 

MR. SINCLAIR: Q. Have you made any study 


of the traffic density structure as between the Canadian 


nae, ; 


beak 1s ee peas omg co i oh 
Ww i 
pi iver, tRaemsegua® 


$e ce Le SAMBO eee 3 ia 
ap hy Pisa? pda pee Bm E RE AOEFIGOM hiv me 7 

AlQugns $. SP PART, eee Sd ee ee (etdge! fasatéaa 
th. kG MISS. PL A BOHET 0958 - ©, fd, BOS Bet Btw péiganaebbsand a, i 
| y) 


| [eed on ois £ gist t aig .netaoweral,: §aoo}tansadt : 


= 
+ ar 06: Bivetic paca henge lt eeps..ee +hae ty Hage ie! at sortint . 


om Lag Ly ot POT ELE s* Ea bane v age at ukbat ts Gover ti pasar’ ved. sertad 


eae oT ee 


7 Al ee i VT eee EME MY ae 
SU AIOALS a FS AS Eek Lee nae tis) 
Tae naar he ea ios a See eee Sele rs ee Ret EA ge Anette tee Sena 


* - ‘ or a 
: p : : ¥ r 7 , a Pre. 
wae fapaars RF ty i ; & Ew kate ee [iat YP £ bm es ‘ | <3 f°. 4 iM 7 a. 
¢ F ° 
tie i ware t+ 4,78 > ro Seo Oye he vies ber Ro oa ere 
rn Pa ae os, dlls LeU AE Ae Eee AE APS VTS Ok 
‘ 


’ 


4% ,™ P ° . t+ > » ine ; F. ease ss e 
aT ROT CARAS T Ot 120 seo jane 2 OSES wate BAW 6 caw l hen 


= is ‘ 
Pte > ee ’ - oa *) 
: é WELB Tyee ate bane) aid seceged @&w 


‘ a ™ = tidic a ® eed 
. Sin STAN EGE apt TEN Be tT ose Fi SPTOo OF 
, 7 ‘i l ; 
MAT fe E.R ee sa - ? Se ros ; Pe: 
SEES (RR URS aw spo Ep 
. of 
5? . a aes 3 - 
ACA THE Gap OAD a ee EET LS rae 


~avetiled I : 
on A 
7 Shefe -OPLSRSo yaw Lier Pye Sp <aupde Sh Ae 
» teeedt obitang 
“Hy ony Ce sae Sie of sige 7 pety eqatisht A 
(azo 4 ats OF hat ya 2 ae Lett See Aad sear ‘exe stood 
sd geo he 9 eee aay "Fo tia Bate “-etttab Rien 
youve Yn@ Shear Aor cunt SATA re ell 
Peetharng) offs. we vive Pt ab a e eaent er +e 
ae py : > oT ay 


* 


er bes Se he i 


HH 


- 14157 - Mr, Young, creex 


Pacific Reilway and the Canadian National Railways? 

A. No, 

Q. YOu suggested, in response to Mr. Friel, that 
the fixed charges of the Canadian National were 
excessive. That is correct, is it not? 

Bee) UL SENS 

Q. You would agree with him that they should be 
reduced to the amount of the debt structure which was 
in the hands of the public, rather than including in 
the fixed charges the debt structure which was in the 
hands of the government. Is that correct? 

Oe ee 

Q. You-said you felt that would be fair? 

Aeuwtethink it iwoukd bejfairer than 1t is’. 

Q@. You think it would be fairer than it is? 

Ay (Yess 

Q@. Do you suggest there should be some provision, 
if that were done, to make it necessary for the govern- 
ment to have a fair return on their property invested 
in railway services? 

A. I do not think you can build railway freight 
rates on a costeplus basis. 

THE CHAIRMAN: @. What is that? 

A. You cannot build up rates on a costeplus basis. 
If you start fixing the price of anything on 4 cost= 
plus basis, you are starting at the wrong end. You 
have got to start with the price you can get, and then 
work back. The price we can get for our exports is 
the price which must support all our costs and our 
revenues @nd our rates. 

MR. SINCLAIR: Q. The point I am interested 
in is: if there were a revision of the Canadian 


National structure, you would be of the view that there 
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should be some provision which would require the 

Canadian National to earn something which would take 

the position of dividends which are required under the 
Canadian Pacific. If you have not considered the problem, 
I am prepared to have you say that you have not cone 
sidered it and I will drop the question. | 

A. Well, I have not considered it, no. 

Q.° Very well. One other question, Mr. Young. 

You said that if the railways had freedom of rate» 
making, they might set rates at variance with national 
policy? 

A, Yes, 

Q. You are not suggesting that the railways should 
be instruments of national policy? 

A. I think I suggested that, where national policy 
requires certain services of the railways, then the 
railways should not be required to make financial 
sacrifices in carrying them out; and that the sacrifices 
should be met by the nation. 

Q@. Would it be correct to say, too, that your view 
would be that the railways should operate as business 
enterprises? 

A. . Yes. 

Q. And ifthe “netion requires’ services Trom them 
which could not be supported by charges -=- 

A, Yes. 

Q@. That in that case, and in that case only, would 
the government make contributions or subventions, or 
subsidies? 

A, In that case, yes. But when you say "in that 
case only", I would have some doubt. I do not know about 


that. 


Q. I see. I do not know. what would happen. 
(Page 14161 follows) 
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RE-EXAMINED BY MR. COVERT: 

Q. Mr. Young, just a few questions. First I want 
to know if you had in mind the recommendation that in 
revenue 2ases there should always be quick and almost 
immediate granting of temporary relief. Is that one of 
your recommendations? 

A. Not always. It depends on how gerious the 
situation is. 

Q. But you seem to couple that with the provision 
that when costs return to normal there would be a reduction 
in rates where increases had been granted. I just want 
to find out what your real recommendation to this Commission 
is, because you say::-* 

"Tf immediate relief had been granted, on a 
temporary basis, to be withdrawn as prices returned 
to normal, there would probably have been little 
opposition from the public." 

Be NCS 

Q. Now, apparently you regard that as important, 
and I was wondering if you were suggesting that that 
should be a formula under which the Board of Transport 
Commission®’* should work. | 

A. I would not tie the Board of Transport down to 
doine that in all cases, but it sheute have been done in 
that case. There are cases where it should be done, 
but I would not lay that down as a rule to be followed 
always. 

THE CHAIRMAN: Do you say that they did not have. the 
power to do it in that case? 

A. The BOard of Transport Commissioners? Yes, they 
nad poweras far as I know. They had the power to grant 


temporary relief. 
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Q. You are simply finding fault with something 
that ‘they did or did. not do? 

A. Something that they did not do. 

MR. COVERT: Now, it seems to me, Mr. Young, 
that the tenor of your brief is that the main difficulty 
is the heavy burden of wage costs resulting ehiefly 
from the recent wage increases. Do you suggest that 
the Rand formula which you mention is in effect in the 
railways? 

RY esata 1evie inveffect An budiding up the 
unions. 

Q. No, I am not sure of this but I understand 
that the Rand formula does not operate in the Railways? 

A. The Rand formula is not mentioned in this Brief. 

THE CHAIRMAN: What is that? 

A. The Rand formula is not mentioned in this 
Brief. I was asked by somebody how these unions were 
being built up and what was the remedy, and I Buoeeerea 
that that was one of the causes of giving them undue 
strength. 

MR. COVERT: Yes, I say I understand that the Rand formula 
| is not in effect in the railway unions. 

A. Well, I have not said it was. 

THE CHAIRMAN: When you said, "these unions" we 
thought you meant railway unions. 

A. Yes, railway unions, but as to the Rand 
formula if I remember rightly it was the Chairman 
asked if it was in effect, and I said I thought the 
automobile strike was settled by that formula. 

MR. COVERT: Yes, but I am suggesting to you that 
that could not be one of the causes in the railways 


if it is not in effect. Then you also mentioned the 
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closed shop. Do you say that the closed shop is in 
effect in the railways? 

A. 6 No, Eidon't say that "TD did note mention: the 
closed shop in connection with railways. I said that 
is one of the things that has built up undue strength 
in the untons . 

Q. ‘I-just want. to find’ out, Mr.. Young, what you 
find is wrong or what you are suggesting is wrong and 
what, if anything, is the remedy. Your real suggestion 
is that the railway unions are too powerful, is that 
correct? 

A. Yes, that is the point: not only the railway 
unions, but the trade unions are too powerful. 

Q. Can we just deal with the railways because 
that is the point that you are talking about here. 

Aven 

Q. Can we confine it to that? 

A. ~ Yes. 

Q. Do you say that the railway unions are too 
powerful? 

A. I say that any union or organization of men 
that is strong enough to say to the Government of 
Canada: "You will do this thing for us or we will 
starve the people of Canada until you do", I say that 
Organization ls ‘too powerful. 

Q. I don't know whether you have answered my 
question or not or whether you say thatis what they 
have done. Could I have an answer to my question? 

I don't want to take up too much time. I just ask 
you if you are saying that the railway unions are too 
powerfruL. 
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Q. Then do you suggest that they should be 
stripped of some of that power? 

A. I think I made my suggestion that the things 
that are artificially building up that power should 
be withdrawn, and let them stand in their own strength. 

Q. That was my point. I think the things which 
you suggested had built up that power, that neither one 
of them is in force in the railway unions. 

A. Is there no sole bargaining agency in railway 
unions? | 

Q. I believe there is a sole bargaining agency, 
but I don't believe it has either a closed shop or -- 

A. The sole bargaining agency is the biggest item. 

Q. 1 just want: to\ find) out if there is anything that 
you have to recommend. You say that the unions should 
not be appointed as sole bargaining agency? 

A. I say a union should bargain for its members, 
it should collect its own fees from the members and 
the company should not be required to collest them, 
and those who do not belong should not be required 
to pay. 

THE CHAIRMAN: Are they now in the railway unions? 

A. Required vorpay? i. dent. know. If <tne Rand 
formula is in effect, probably they are not, but they 
still have to speak there with one voice. 

MR. COVERT: And you regard that as wrong? 

Ae Yes. 

Q. But I understand you don't suggest that the 
strike weapon should be taken away? 

Re NOs they have the right to strike but no right 
to break the law. 
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@. You mention rates which were uneconomic and 
I wondered if you have any particular ones in mind, 
Mr. Young? 

A. The Crows'Nest rates. 

Q. The Crows! Nest rates, yes. Any others? 

A. I am not sure what the rate is for grain going 
through the Maritime ports, but perhaps Mr. Friel will 
correct me if I am wrong. I don't think the railways 
get adequate compensation for the extra haul, Is that 
rient? 

Mie Hii, ab LS rie, GO pute 1b Ml lays 

MR. COVERT: Q. Had you any others in mind? 


A. No, but there might be lots more though. 


OO 


Yes, but those are the ones you have in mind? 
A ves. 

Q. What I wanted to know is, in connection with 
the Crows' Nest rates for example. I presume you have 
not made any special study of them yourself or of these 
other rates, but we will assume with you for the moment 
that they are uneconomic. Now, have you any Suggestions 
as to how they should be treated? Are these ones that 
Should be subsidized, as you referred to a few minutes 
ago? Are they the type of rates you think should be 
subsidized? 

A. I think it has been the policy of the 
Canadian Government for a long time to insist on low 
freight rates to the seaboard for our export goods, 
particularly wheat, and perhaps that was the idea behind 
the Crows' Nest agreement in the first place. That 
being the case I don't think’ itis fair to ask the 
railways to make sacrifices. I think the Government 


would still insist on the policy of low rates, but in 
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a case like that it should make a contribution to them. 

Q. Do you suggest that that be done by a subsidy 
to the railways, Mr. Young? Is that your suggestion? 

A. Well, what about Maritime freight rates? The 
railways charge a rate and collect a portion of it from 
the shipper and send the bill to the government for the 
rest. Is that not the practice? 

Q. You are suggesting then that the Crows! Nest 
rates should be treated in somewhat the same manner as 
the subsidies under the Maritime Freight Rates Act? 

AY  1eS:, 

Q. Then you mention (I am not quite sure I got you) 
the "hauling of goods for export through St. John and 
Halifax? 

Aa LES. 

Q@. Rather than through Portland? 

Bie Yes: 

Q. Do you think that national policy should dictate 
that course? 

A. Well, I am not here criticizing national policy 
and I don 't think the Commission is investigating national 
POLiCy; thei, task is what. to do about iit. 

THE CHAIRMAN: That is just what we are going to 
do. 

A. I mean, you are not investigating whether the 
nation is wise in wanting to get these products to the 
seaboard at a low rate or not. You are interested in 
what is best for the transportation industry. I think 
that is a national policy and I think our economy has been 
built up on it. I believe the policy of the C.P.R. 


from the very beginning was to direct traffic eastward to 
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the seaboard, not south. 

Oo.) Weil, I jusc want to find out from you ase 
citizen, because you are here as a citizen, whether 
you thought it should be national policy to direct 
traffic through our own national sports rather than 
through Portland. Do you mind answering that? 

Bia) eS « 

Os “YOU. CINK thet 28 proper: 

a kt Giine, OL Wane ls Lo very handy to have our 
own ports developed, very handy, and traffic running» 
co. them. if we are to buildup’ a nation here, we have 
to make some sacrifices and follow a definite policy that 
will have that effect. 

QO. "Phen 1 just’ want’ to find’ outs “you would approve 
of that policy? 

Ae "Yes, 

Q. You were a director of the Canadian National 
how long Mr. Young? 

A. Seven years. 

Qe What period? 

A. From 1942 to 1949. 

COMMISSIONER INNIS: Who was president in that 
period? 

A. Mr.Vaughan. 

Q. Throughout the whole period? 

Ay YER. 

MR. COVERT: Q. And you say that if those rates 
are low the government should subsidize the railways? 

A. If the rates are uneconomic, yes. 

Q. Then your answer to the railways carrying products 
that perhaps are in the national interest, such as grain 


under the Crows! Nest rates, you say the answer to that 
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is a subsidy by the government? 

Fuse OBts 

@. Your answer to the increased cost of wages 
really is to destroy the power of the unions to some 
extent? 

A. Yes, and get down to collective bargaining. 

Q. I want to get exactly what you mean, Mr. Young, 
because it seems to me that what you suggest here is that 
there is collective bargaining to a point where it reaches 
conciliation. Then what do you say from then on? 

Should they be treated any differently than other indus- 
tries? 

A. There was collective bargaining up to the point 
where they found they could not agree, and then the 
Government stepped in and then there was bargaining 
between the Government and the unions, and the railways 
hao no .Bayin. it. 

Q. And that is your understanding, Mr. Young, and 
you say that is wrong? 

Aw wNOGx 

Q. Now what you say particularly is wrong there is 
that the railways had no say in it or that the Govern- 
ment intervened? 

A. The Government had to intervene because the 
unions were in a position to make the people of Canada 
suffer until they did. 

Q@. Well, could we have just what you say is wrong. 
I am just trying to get at that. 

A. What is wrong? We have built up an organization 
that is too strong to exist in a democratic country. It 


forces the Government to came to terms with it. 
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Q. Then you say there was nothing wrong in what 
has happened in the negotiations between the Government 
and the “unions. 

A. Well, we don't know what did happen between the 
Government and the unions. All we know is that the Govern- 
ment setuled the ‘strike’: 

THE CHAIRMAN: Well, were not the railways made a 
party to whatever agreement was made? 

A. No, the final settlement was made between the 
Minister and the unions, and the railways accepted it. 

Q. Well, the railways accepted it; therefore they were 
a Darcy eooely: 

A. Well -- 

Q. I just want to get what’ the facts were. 

MR. COVERT: What I was trying to find out, Mn 
Chairman, was whether he knew exactly what did take place, 
because we have on the record Mr. Crump's evidence as to 
what did take place. I wondered if, as a director of the 
Canadian National, Mr. Young had any additional information. 

THE WITNESS: I have no inside information. What I 


tell you is what everybody knows who has read the papers. 
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COMMISSIONER INNIS: Mr. Young, I only wanted 
to ask you one or two questions. You were a director 
for how many years under Mr. Vaughan? 

A. Seven, 

Q. How often did the Board meet? 

A At least once a month. 

Q. And how large is the Board? 

A. Seven, 

Q. Pretty generally regularly attended? 

A Very seldom anyone absent. 

Q. Do you think it has much influence on railway 
DOLLCYy? 

A. Well, it is pretty hard to ask a man the extent 
of his own influence. 

Q. But since you are a director and have had that 
experience I wonder if you would care to make any comment? 

A. Nobody can comment on his own influence. NoPody 
knows how far it goes. 

Q. If not of your influence, of the Board's? 

A. I would say this, that the Canadian National 
Railway has a good Board, 

THE CHAIRMAN: Are you still on it? 

A. No; 10 is stiil food, but the Board, of) 4 
government owned railway in the nature of things cannot 
have the same freedom of action as the Board of a privately 
owned railway. 

COMMISSIONER INNIS: You do not know how much 
influence the Board of a privately owned railway has either? 

A. No, I do not but the Board of a privately owned 
railway is responsible to its shareholders and they have 
one purpose in view which is dividends -- earnings, but 
the Board of a publicly owned railway has to have 


regard for certain national interests for which the 
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government is responsible and, therefore, has to keep 
those in mind. 

Q. Well, have you any suggestion for possible means 
of improvement of the size of the Board or length of 
tenure or anything like that? 

A. No, I think’ it is very good. The members are 
appointed for three year periods and at the end of the 
three years they are either re-appointed or not re- 
appointed. 

Q. Do you think they could have much influence in 
that length of time? 

A. Well, generally they are re-appointed. How 
much influence a man has in one, two, or three years 
depends largely on the man and it is utterly unpredictable. 
Some men will go into a room and influence things from the 
very beginning and some men won't. 

Qe You have not the feeling that you are presented 
with policy and facts by the management and that in the 
main you accept them -- I won't say you are in the position 
of a rubber stamp but perhaps not far from that? 

A. No, that is not so. The management when they 
ask the Board for approval or disapproval of anything are 
very careful to assemble all the facts and if it is an 
important matter, the Board get advance knowledge about 
it so that they have time to study it up before they come 
to the meeting. 

Q. Are minutes kept by the Board and are they 
accessible to the public? 

A. They are kept, but I do not know if they are 
accessible to the public or not. They are taken and 
read at the next meeting. 

Oe I was wondering whether you would care to 


comment on this consideration. Do you think in the case 
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of the Canadian National, the President has to be in the 
position in which he, to some extent feels that he must 
Stand in strongly with labour and that consequently he 
may be a factor in building up unions along the lines you 
have suggested? 

A. No, the Presidentof the Canadian Natiorial is like 
the president of any other railway or any other organi- 
zation. He naturally wants to stand in with labour, to 
promote harmonious relations in the organization and he 
Cereient iinet sits 

Q. Do you think there is greater prmssure on him 
to stand in right with labour than in the case of the 
Canadian Pacific Railway? 

A. I do not think so. 

Q. Do you think the Canadian Pacific Railway has 
any president with the same record of public relation with 
labour as Sir Henry Thornton, for instance? 

A, Well, I cannot tell you that. I have not noticed 

National 
that either the Canadian/or the Canadian Pacific were 
famous for discord with their employees. I thought they 
both had very good records. 

Q. One other minor point. You say a good deal here 
of the sovereignty of railways? 

A. The solvency. The word I was trying to use was 
"solvency". 

Q. Lientsorry sD sdid not save Lavcopy ‘of iyoursbnief 
before me. I wondered too whether you had any knowledge 
of the sort of precision which could be obtained in deciding 
what were uneconomic services. Were you just talking 
generally? | 

pes I was talking generally. Anything precise would 
have to come from officials who were in close touch with 


day to day operations. 


@ 


a e 4 
id pdved Oe -ARD ceases 


ge 
4 cad ahinay pees RET Ate papi geo 9 ri 
eros AN praeilineds eh reat oad 


an sei 
- : 


‘ett? at ft heist ats -todspbhbe we? astd. one wif i 


Pe Pact Baas { srropt ait i hentia ts 


| tranem soctio “Fae 10 ania: edeo eta) 10 “peeeibat pita: att 


cot Dames ot atte 725 2 eetag dl © % Sal Oto, 


yet ren OG 
Ws Cape em Se EY poe Rs a 
oa | 


ra t A ; 
1 bee aghtewdeeno od att earetvaien erm tema stoner 


“ -. ea j 
SU RES sea Sein usw Ese ON 
A i * 
; - _. a . 
y eeeto® wit skefgibs ot 
wot eetob “mt ag 
pr" ‘ . i e' 
Pye > = 7 at @ ra a wwe 2 oe a er ta oe 
ai tapha Deb) gt eS neh " 7D Bile. ‘Gite SVEN shit iy Ay, bi) 4 om “2 
ry cd 
; hy \ ¥ “ef ath ogngite Soe Le ere wet Pere ths 4 | 
OS Eh = ity tL. Ss me Ya sis Teka pec 4 Drews 2: 
2 ; . 
a ae : in “fe “Crew, el wee tan: . 40) 
y Bi eee ast w 1, dehy ie hts! ABE Bai Pes 
b. ' 
nth ll ea time ih 7, 
\, HES ciel 2D Cope, “SAAD ue io 
; 
- - 4 . a 7 Cael 4 - y 
amet Ves o Aas’ © met (ee Mite ee neta mr Pal apt eer... Wy 
Gt) Vaeiw gaks OG Ta Sib eee TMP BAT Ca? A = OGhEhe wea GAS 5 a, 
2 ri - + 
re * 4 PY a a oil eh ol eh oT “gp og im 2. oer: 
APO MOLY BASS Owe Bae 2. PAPO eh SSD. he - See we beer, | es 
2 
4 mee $ prin nt iti ore: Ping HO =n orate i 
ie Jette “OO es Liyees Mais ees) tie 6 Secs 
7 t 
ava o> nn “ if at ay y mw OF Why Bel woe Po eat ‘ 
a an Ri ee ® ; yt A ae Ree} ig My i ce { Uy wig Pa a! he a Sheth a es 4 
DP re ahity Po ST j 
c ? 2 “~y : oi: ba eee - ee ey Tay. z az ! 
7 >: o, 4 ; oe ry) i Lf m, = a BY is pad = ae a wag a ¥ . 
: 
{ re 


" 
D seen i of vt 2 SS paroe 5 SF om = * : 
eony Pisa 5 .,poovelgne tiedt vin. Sreasth tal eascmers 2 
; 
s oa ~ + is 
,ebeoset Soom grov bed atod 7 
f if ( 
; 
— . > a? = 7 pu Se ey oD ade yn, a id , + 
FISH con) hey { wee Prey be 7 Tha FS! ee) aN ms *) 
‘ 
v 3 : rete? batt ae ' ee ee ee ee - ] rs 4st ote | ; 
Ai phd fe Hh x dod al S og MEBVOR Dia 9 A 
- . : ~ one . f ps ‘ + 
a ho we ; \ i ee e BS 5, ' 3 7 : “ bo ¢ ff oe 
i a ; 
. , YorMoev Loe 
a , 
hop nt « : a ps 4 a ny , ~ 
7 Ai Ne ve. 3 : vl aS {3 By GH for ie rf. . “eri are H le 2 
id 4 
A i 


’ u 
| abalwormt tae bed yoy tedtteiw 063 hetesdacw I ,om onotod hor. 


: ' ; wi wo ie 
fibiosh at bentsdde ad. Aftireo dot rw. fotetoeaq to gree, ent to "fe 8 


athtfed tetih sey axel: sasakvaes .olmonooeny e19W tee a 7 


eloeiq sahiyed  Uiieteee ako fed 
AOVOF SGhO At owen | one ahekslite tort paiog ot av & 


-14173- Mr. Young 


Q. Do you think the officials could tell you? 

A. I do not know if they could tell you offhand; 
that would depend upon what question you wanted to ask. 

Q. hue you Neve iaideal of faith in whe worficigis? 

A. Yess tonave taLvn im une ,OLltchaie,. Lhey are 
very careful in gathering information and very willing to 
do it. 

Q. I was just wondering. We had a quotation in 
Prince Edwerd Island on what it costs to move goods from 
certain localities to ports? 

A. I would not say that God could not do it. There 
are not very many men that could do it. It costs twelve 
Pe chet for wheat from Regina to the head of the Lakes. 
Now, you can figure how many bushels you can put in a car 
and how many cars to a train and what it will cost to pull 
that train down there and the accountants can apportion 
a certain portion of the clerical costs and capital costs 
and all the other costs of the operation of that train, 
but what they cannot figure is what would happen if that 
train did not run -- how much more then would it cost to 
move other trains. Those are the incalculable features. 

THE CHAIRMAN: Mr. Young, these rates to the 
ocean ports, you say that they are low enough and are not 
remunerative to the railways? 

A. Ven. 

Q. Suppose the railways are allowed to increase 
them, what would happen? 

A. Well, perhaps the traffic would not move. 

Q. It would go down to Portland? 

A. I do not know that it would go to Portland. 

It might go. It used to but it has been stopped. 


Q. Supposing that was done, supposing the railways 
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charged what would be the proper rate to charge and they 
lost the traffic. Then what would be the situation? 

A. Why, the situation would be that the railways -- 
perhaps they are better working their equipment to capacity 
even if they lose on some of the traffic than having it 
idle. 

Q. Well, what compulsion is there upon them now 
to charge those low rates which give them preference over 
Portland? There is no statute? 

A. No, they are not statutory rates; I presume they 
are under the Board of Transport Commissioners. 

MR. FRIEL: Competition, I suppose would be the 
answer. 

THE CHAIRMAN: Just competitiion with the American 
railways? 

THE WITNESS: Yes. 

MR. COVERT: The next submission is that of 
T. S. Woollings and Company Limited and the witness is 
ND ile sh UL Lye, 


MR. H, E, DUFFY, CALLED 
EXAMINED BY MR. COVERT 


Q. Mr. Duffy, would you give your full name please? 

A. My name is Harold Edward Duffy. My home office 
is located at 100 West Center Street, Johnsonburg, Pa. I 
am traffic manager for the T. S. Woollings and Company, 
Limited, offices located at South Porcupine, Ontario, 
a Canadian subsidiary of the Armstrong Forest Company, 
engaged in the Procurement of pulpwood for the New York 
and Pennsylvania Company, Incorporated, manufacturers of 
wOOdpulp and high-grade printing papers with mills located 


at Johnsonburg, Lock Haven, Pa., and Willsboro, N.Y. 
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The T. S. Woollings Company, Limited is engaged 
in the production of pulpwood as well as the production of 
lumber and railroad ties. All of the pulpwood production 
is shjpped to the Armstrong Forest Company at Johnsonburg, 
Pa., lumber to various destinations throughout the Dominion 
of Canada, and the railroad ties are furnished under none 
ment for the Ontario Northland Railway. 

It will not be our purpose to discuss the rates 
which apply wholly within Canada for the latter two-mentioned 
commodities. The basis fates which apply on pulpwood from 
origin territories on the Ontario Northland Railway through 
to Johnsonburg, Pa., we have contended for a long time have 
been entirely out-of-line. There was no set basis upon 
which the rates, applied for the movement of pulpwood from 
- these origin territories to Johnsonburg, were predigted. 
During the early part of 1942, it was generally accepted 
that new joint through international rates on pulpwood 
which were proposed and which reflected 125% of the 
Interstate Commerce Commission Docket 14883, Commission- 
approved basic mileage scale on pulpwood increased 10% 
under Ex Parte 123, would be approved, However, there 
was no effort made to adjust the rates, which were then in 
effect, to this basis. New rates were not held to this 
basis but were established under this formula plus l1¢, 2¢, or 
3¢ arbitrary. This, of course, created a very serious rate 
situation. 

Prior to July 1946, the basic rates on pulpwood, 
established in the various joint international tariffs 
applying to Johnsonburg, Pa., were as we contended and had 
been previous to this time called to the attention of the 
carriers as being out-of-line, when compared with rates 


within Canada mile for mile, 
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In July of 1946 the Interstate Commerce Commission 
released an interim decision in ex parte 162, increasing 
all rates within the United States by 11%. On January 
1, 1947, in the Interstate Commerce Commission's final 
decision in ex parte 162, they removed the 11% increase 
and allowed a 20% increase in the basic rates on pulpwood 
within the United States. 

In ex parte 166, the Interstate Commerce Commission 
on October 13, 1947 allowed a 10% emergency charge. On 
January 5, 1948, they increased the 10% emergency charge 
to 20%. In their final decision in ex parte 166, effective 
May 6, 1948, theyallowed an increase of 30% in the basic 
rates removing the application of the 20% emergency charge. 
On August 21, 1948, the adjusted the percentage wise in- 
creases allowed in their fi981 decision and pulpwood was 
granted a 25% increase in the basic rate rather than the 
30%, which was originally prescribed effective May 6, 1948. 

Up to and including their final decision in ex 
parte 166, the Interstate Commerce Commission in dealing 
with the international rates said in each of the previous 
decisions, released that "Joint international rates to and 
from Canada or Mexico may be increased to the same extent 
and in the same manner as is herein authorized within the 
United States. Where rates on international traffic are 
made by the use of combinations on the international border, 
the factor within the United States to or from the in- 
ternational border may be increased to the same extent 
and in the same manner as is herein authorized within 
the United States." We objected very strenuously 
to the language used by the Interstate Commerce Commission 
dealing with the joint through international rates, 
but we were not successful in convincing the Interstate 
Commerce Commission that the language used in their 
decision with regard to the rates on international 


traffic went beyond the limits of their 
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jurisdiction until the final decision in ex parte 166, 
wherein they changed their language when referring to the 
joint through international rates to read that "Inter- 
national rates to and from Canada or Mexico whether single 
factor or combinations, may, within the limits of their 
jurisdiction, be increased to the same extent and in the 
Same manner as herein authorized within the United States." 
When this decision was released the American Paper and Pulp 
Association by its attorneys LaRoe, Brown, and Winn, 
Washington, D.C\.,\ on April 19. 1040) me eee cetera to 
the Honorable J. A. Cross, Chief Commissioner, the Board 
of Transport Commissioners for Canada, Ottawa, Ontario, 
Canada, which read as follows: 

"In behalf of American Paper and Pulp Association 
representing major production of paper and paper 
commodities throughout United States attention your | 
Honorable Board respectfully called to Interstate 
Commerce Commission finding ex parte one Sixty- 

Six released today limiting authorized increase 
international rates on pulpwood to jurisdictional 
limits of said Commission. Association protests 
against any Te eeaee of international rates on 
pulpwood, for that part of transportation in Canada 
unless and until justified in formal proceedings under 
the Transport Act in which protestants shall have 

full opportunity for hearing in conformity with the 
rules of procedure before this Honorable Board." 

On the same date, April 19, 1948, Hugo Ignatius, 

Chairman of the Traffic Committee of the American Paper 

and Pulp Association Aa apaased a joint telegram to Mr. 

C. E. Jefferson, General Traffic Manager, Canadian Pacific 
Railway Company, Montreal, Quebec and Mr. J. Pullen, General 


Freight Traffic Manager, Canadian Netional Railways, Montreal, 
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Quebec, and we quote: 

"Interstate Commerce Commission interim general 
increase order dated thirteenth released today 
authorized amended interim increases but states 
as to international rates that to and from Canada 
where single factor or combination may within the 
limits of Interstate Commerce Commission be increased 
to the same extent as within United States, This 
distinctly excludes authority for full increases 
under Interstate Commerce Commission order in 
international rates from Canada. We are vitally 
concerned with our Csnada wood situation and are 
wiring Board of Transport Commissioners to withhold 
issuing an order increasing the Canadian portion of 
through pulpwood rates until after hearing. Meanwhile 
we would like to confer in Montreal with Canadian 
Railroads regarding situation and respectfully 
request that you postpone action before Board of 


Transport Commissioners until after our conference." 


(page 14185 follows) 
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On April 22, Mr. Hugo Ignatius received reply 

to his telegram and we quote: 

"Your message nineteenth April received 
twentieth stop Board Transport Commissioners in 
response application Canadian Railways nineteenth 
April issued order 70530 twentieth April per- 
mitting increase through rates between Canada and 
United States to extent authorized by Interstate 
Commerce Commission in their decision thirteenth 
April ten days notice stop Would be impracticable 
Railways make exception Abmwariarets and in circum- 
stances increases being published effective 
sixth May stop Transport Board's order does 
not preclude industry making further submissions 
to railways for revision further increases being 
made effective or filing of complaint with the 
Board in manner provided in the Railway Act and 
conformity Board's rules of procedure." 

We submit to your honourable Commission copies of these 
telegrams for the record. 

On January 11, 1949, the I.C.C. released 

an interim decision in ex parte 168, increasing the 
rates on pulpwood within the United States by 6%. 

This increase was to be treated aS an emergency charge. 
In this decision the I.C.C. used the same language as 
they did in 166 when dealing with the international 
rates. 

On September 1, 1949, the final decision 

in ex parte 168 removed the 6% interim emergency 
charge and increased the rates by 10%. In each ie 
stance where increases were granted the rates were 


pyramided. We again objected to the Canadian carriers 
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accepting these increases and on August 12, 1949, the 
Armstrong Forest Company directed telegrams to the 
Honourable J. A. Cross, Chief Commissioner, Board of 
Transport Commissioners for Canada, Ottawa, Ontario; 
Mr, C. E. Jefferson, General Traffic Manager, Canadian 
Pacific Railway Co., Montreal, Quebec; Mr. J. Pullen, 
General Freight Traffic Manager, Canadian National 
Railways, Montreal, Quebec; and Mr, R. P. C. McLeod, 
Traffic Manager, Ontario Northland Railway, North Bay, 
Ontario, calling their attention to the language of the 
T.C.C. and requesting that they not increase their rates 
under the 1.C.C's decision until such time as we were 
afforded an opportunity to confer with them. Copies 
of these telegrams and replies are submitted for your 
record, If you so desire I will read these telegrams. 
Do you want them read into the record? 

MR. COVERT: I think it would’ be better ,to 
read them into the record. 

THE CHAIRMAN: Yes. 

THE WITNESS: (Reading): . 


August 12, 1949, 
Johnsonburg, Pa. 


Honourable J. A. Cross, 

Chief Commissioner, 

The Board of Transport Commissioners for Canada, 
Ottawa, Ontario, Canada. 

"Wwe respectfully call the attention of your 
honourable Board to Interstate Commerce Commission's 
final findings Ex Parte 168, released late last 
evening, authorizing further additional increase 
4 per cent. Final decision permits increase to 
jurisdictional limits of said Commission only. 
We wish to enter protest against any increase of 
international rates on pulpwood for that part 
of the transportation in Canada. 


H. E. Duffy, Traffic Manager, 
Armstrong Forest Company." 
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i August 16, 1949, 
Ottawa, Ontario 

Mp. H. E. Duffy, Trarfie) Manager, 

Armstrong Forest Company, 

Johnsonburg, Pa. 

"Vour telegram 12th addressed to former 
Chief Commissioner Cross stop Deemed by Board 
to be in public interest continuity of Joint 
International rates should be preserved stop 
Order seven two nine nought five dated leth 
instant issued authorizing adjustment through 
rates between Canada and United States to extent 
authorized by Interstate Commerce Commission 
on 15 days notice stop Order provides that 
the resulting rates in all respects shall 
be subject to complaint and investigation as 
provided by Railway Act stop Board does not 
consider pulpwood should be singled out for 
special treatment. 


Pp. EH, Baillargeon, 
Secretary." 


es ees ee om oe ee oe 


August 12, 1949, 
Johnsonburg, Pa. 
Ne, CLR. sefterson, 
General Traffic Manager, 
Canadian Pacific Railway Company, 
Montreal, Quebec, Canada. 

"mterstate Commerce Commission's final 
order Ex Parte 168, released last evening 
authorizes additional increase 4 per cent. 

As to Interstate Commerce Commission's decision, 


4t limits increase only to that part of the rate 


under their jurisdiction. This excludes authority 
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for full increase under their decision in 
International rates. We respectfully request 
that you postpone any action toward increasing the 
International rates on pulpwood until such time as 
we may have an opportunity to confer with you 
regarding this decision. 

H.. EB. DUbiy,; 


Traffic Manager, 
Armstrong Forest Company." 


August 13, 1949, 
Montreal, Quebec. 
Mrevi, By Duitfy, Traffic Manager, 
Armstrong Forest Company, 
Johnsonburg, Pa. 

"Your wire 12th stop. While Interstate 
Commerce Commission final order Ex Parte 168 
authorized increase International rates covering 
portion haul under their jurisdiction Board 
Transport Commissioners for Canada have 
authorized same adjustment covering portion haul 
within Canada and which situation similar prior 
cases stop Therefore you will appreciate 
Canadian Lines could not consistently postpone 
increasing International rates pulpwood without 
creating very embarrassing situation. 


oLvEtserherson 


August 12, 1949, 
Johnsonburg, Pa. 


Mroe J. Pullen, 

General Freight Traffic Manager, 
Canadian National Railways, 
Montreal, Quebec, Canada. 


"Tnterstate Commerce Commission's final order 


Ex Parte 168, released last evening, authorizes 
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additional increase 4 per cent. As to Interstate 
Commerce Commission's decision, it limits increase 
only to that part of the rate under their juris- 
diction. This excludes authority for full in- 
crease under their decision in International rates. 
We respectfully request that you postpone any 
action toward increasing the International rates 
on pulpwood until such time as we may have an 
opportunity to confer with you regarding this 
decision. 

He yeDuiet ye 


Traffic Manager, 
Armstrong Forest Company." 


‘ August 13, 1949, 
Montreal, Quebec. 

MusuHORER. Duffy, 

Traffic Manager, 

Armstrong Forest Company, 

Johnsonburg, Pa. 

"your wire 12th Interstate Commerce decision 
only applies to part of pate in U. S. under their 
jurisdiction but the Board of Transport Commis- 
sioners for Canada have authorized similar 
adjustments affecting Canada stop. Regret we 
cannot consistently make any exception in the rates 
on pulpwood without involving other commodities 
which would create an embarrassing situation 
M-349. 

John Pullen." 
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3 August 12, 1949, 
Johnsonburg, Pa. 


Mee he toa CmeOd , 
Traffic Manager, 
Ontario Northland Railway, 
North Bay, Ontario, Canada. 

"Interstate Commerce Commission's final 
order Ex Parte 168, released last evening, author- 
izes additional increase 4 per cent. As to Inter- 
state Commerce Commission's decision, it limits 
increase only to that part of the rate under their 
gurisdiction. This excludes authority for full 
increase under their decision in International 
rates. We respectfully request that you postpone 
any action toward increasing the International 
rates on pulpwood until such time as we may have 
an opportunity to confer with you regarding this 
decision. 

He bet Dusry, 


Traffic Manager, 
Armstrong Forest Company." 


On August 26th I received a letter in reply 


to this telegram reading: 
f August 26, 1949. 


2000-41 
TS. Woolings & Company, Ltd.., Meio He. Due Ea, 
South Porcupine, Ont. Traffic Manager, 
Armstrong Forest 
Products 


Johnsonburg, Pa. 


Dear ok: Res £,0.C. Freight have Increase 
Ex Parte 168 


"Referring to Mr. Duffy's telegram of August 
12, and your joint letter of August 20, file | 
TSW-TD-2517, requesting that we postpone any 
action in increasing the rate on pulpwood from our 


local points to Johnsonburg. 
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"Having in mind that pulpwood moves over our 
rails to other U. S. destinations, am sure you will 
appreciate my inability to accede to this request. 


From the conversation the writer had with Mr. 


Duffy when he was in office late last spring, as well 


aS subsequent conversations with Mr. Woollings, I 
fully,appreciate your’ position, and for your sheep. 
mation, I was in Toronto on Monday and Tuesday of 
this week and have succeeded in prevailing on our 
connections, the Canadian Pacific and Canadian 
National, to make a very careful study of the rate 
Situation from our local points, particularly 
Rundell and Connaught, to Johnsonburg. 

"It may be some time before I can give you any 
additional sneaie Eva, as you will appreciate any 
reduction which we might institute will also have 
to berhandled swith the U.S. Lines, 

COUre SoPU Ly; 
V5 POURS PRC. Moheod} 
Traffic Manager." 
During .the same. ‘period (of) «time’ that all "of the 
aforementioned increases were being considered and 
granted to the United States' carriers by the I,C.C. the 
Transport Commissioners for Canada were travelling the 
length and breadth of the Dominion of Canada hearing 
testimony and investigating financial conditions of the 
Canadian carriers. in an effort to determine the need for 
additional revenue that would keep the Canadian carriers 
financialiy strong. After these investigations by the 
Canadian Transport Commissioners, they decided that the 


Canadian carriers needed an increase of 21% in their basic 
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rate structure, and they granted this increase with 
very few exceptions. This increase did not in any way 
affect the joint through international rates as they 
applied to pulpwood,. An appwagl was taken by some of the 
Canadian ee see inet the increases allowed by 
the Canadian Transport Commissioners, and upon a second 
application from the Canadian carriers to the Transport 
Commissioners for additional increases in their rate 
structures, an 8% interim increase over and above the 
21% was allowed, and we understand became effective on 
October 1, 1949. 

With the foregoing chronological references 
to the increases allowed within Canada we would like to 
contrast the increases in the joint through international 
rates, keeping in mind that the rates within Canada have 
been increased only approximately 31%, while the in- 
creases, which have been allowed by the I.C.@. and 
accepted by the Canadian railroads, on joint through inter- 
national rates are 65% over the basic rate. This per- 
centage wise figure, of course, covers only the increases 
ad lowed. bythe 1.0.0. since’ Ex .pante 162, but we must also 
consider the 10% increase which tas taken by the Canadian 
carriers in Ex Parte 123, which became effective in 1938. 

We would like to discuss a few specific cases, 
and in our opinion the same circumstances are true in 
practically all of the rates on pulpwood. The basic rate 
which includes the increases in Ex Parte 123, on pulp- 
wood from Pembroke, Ontario, to Johnsonburg, Pa., in 
effect June 30, 1946, was 25¢ per 100 lbs. On elves 
1946, the interim increase in Ex Parte 162 - 11%, increased 
this rate to 27¢ per 100 lbs. The final increase in 
Ex Parte 162 P 20%, effective January 1, 1947, increased 
the 27¢ rate to 30¢ per 100 lbs. Ex Parte 166, interim 
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decision October 13, 1947 2 10%, increased the 30¢ rate 
b0'33¢ per 100 “lbs. The second interim increase in 

Ex Parte 166, effective January 5, 1948, increased the 
33¢ rate to 36¢ per 100 lbs. August 21, 1948, in the 
final decision in Ex Parte 166, the 36¢ rate was in 
creased to 38¢. Interim increase Ex Parte 168, 
effective January 11, 1949 ~ 6% emergency charge resulted 
in a through rate increase from 38¢ to 40.28¢ per 100 lbs. 
The final decision in Ex Parte 168, effective September 1, 
1949, increased the rate from 40.28¢ per 100 lbs., to 

4o¢ per 100 lbs., which is the present rate, or an 
increase in cents per 100 lbs. of 17¢ over the basic 
rate, or a percentage increase over the basic rate, 
effective prior to July 1, 1946, of 68%. Take this same 
rate of 420¢ per 100 lbs., as a comparison on a carload 

of pulpwood moving from Pembroke, Ontario, to Johnson- 
burg. *ra. The amount accruing to the Canadian 
earriers is 31.50¢, to the American carriers 10.50¢ per 
£00 EDS* The distance for the Canadian carriers wholly 
within Canada via the ahortonane mileage is 393 miles, 
while the haul on the American side is 130 miles. By 
the same measuring stick and for the same distance of 
haul within Canada from Pembroke, Ontario, to Thorold, 
Ontario, under the highest mileage scale applicable 
within Canada on pulpwood, you have a published rate to- 
day of 18¢ per 100 lbs., bat the Canadian carriers feel 
that for the same haul on the same carload of pulpwood 
destined to Johnsonburg, Pa., which moves through Fort 
Erie, Ontario, they must receive 31.50¢ out of the joint 
through international rate. So far as we can determine 
from our investigation, there is absolutely no difference 


in the service that the Canadian carriers render on a car 


- | 
et 2) I 
ne 


1 a 
y at ae 
aa) yes by atts - Sy Argentines: tt vt 
| yy Cine i a; Sed a) 
ait urs bark: Se sth  tapaiee 8 a 
pl oe men 
feds VS RR angen ult | 4 a eel ayenaa the 2 


Bes rien ORG | LS a cee, veal cd ri Wo rable ae ae 
a Wr ae eye eB on Tae es ott: + rae a Biotewh: % sary: ene Lieb ste ; 


* i 


: par Wher a m . bs 
a. Sef orist 0h eegert sere, nkeravedtl + MEE OF + beset 
i w: b 
: Te . Ws = » L ba' i caer. a ae P pee © ¥ 6 ° 18 
: Bab fey t- btle-t eas Vc ac ee eS ce pies eum Lee. Lime te * igi ‘59 Ae 
«BI om) ee Bere he of ' Pa : .s js wy ie ree - t 5 


‘ 
ltt Cota ig Wes Ne oa! NS leah aN ON aia 
Vo gee: OGD Nee ES , OR LOT Re MOE Sa ee tee tee grey: + af 
: 7 a e* . - p 
“ i, y 
eh : i oh pytote ban ti + y af elie ett - wee .: ratbhs! sab: [LaentT.s i 
(feeder e@eeSvtaeths COL SSSR Ne tee Reece Lenht- sit: 
‘ore, > 
‘ é “ t 
7 ay 5 hth yyy etn, et ant sé heh; 
: it -) EROOL Hey: HOSA amar Ss Sy eae MAF Oe aOR OE See 
é y 
1 i 
Lt ine rPeeeee TV eee see a ae wy F = et a4 
se atpals, other od acer as * OR a. BOs OOS es: Tare i 
vt : F 
oh’ : 7 


} . At | bbb hs Ny Se fl SAP batt Pe eee Mh :¢ >) lati o i -_ 
‘a vy Tt ar a Th ae toy “je ‘ * A ton . 2 aa : ‘ IS, Pee: ; f aie ) las fF BHOTAAL | ‘4 ie | 


7 
‘ Pay EO ~SFRe : 

i ochet:. of wed ioc! Seve ANISSs 244, OBA RI ONOd 6, "TO gg Sarre Oe 
: ; f he 
i yay ze * my » > + ; 
a : * r L = ae ‘ wre iy ae’ 
> Shave’ ated one: SRS te? POMBE! Lyk ot, eltg Sv ives ras if 

i - e 

‘ . i 
F ‘ Pa rr 

ne sh 2 a - ca cee wae SD ee ~ et a) ; . 

ys © ta . oe ¥ ut ine 2 a 8 ae H ee i a : : | ‘ 

nf ’ z 

! - ; 4 on Sh os ev 1 ~» , 

ny mere ieee. T | 7, mT | wl Gee Le ei i POM. DEORE OQ hy - 


iM € 4 
4 ey ey > pee ahs a 
i ; keh thy ee e Ayf ad ie ot , ee ~ 
r < i) + po * tan ate ae ae: aoe z ta ;e ‘ “A! ee rs — er 
ih 
ou 
, oe 
f ‘ . f ; > 2 ” P : ite (HOE 
VLD EEG! PRR OOS. Se Oa Os he ; in rds en 
f 
i 
yi “ ¢ a 4 tH Pre 
Be Pe AOE stl see ile- ares tedhe Oss Py: BOSMEO: LAW, : 
‘ ae re ores) - “ 4 . . i 
! i 4 | 
¢ 
{ ( Pte 7 
: ee bas “4 de in oy a PL LE 
« 4 . ted i {; 2 ai (s Kite 3 cae: if a +. pee ve, ~ . a J * ny WN 
f 
| ot i . % 
aoe ~ hiece ieakeoies Bai 4 
i ceP er te Ds be: te oy CEST; fee WSs BELTS AN Sa oid} 
; 
' niet ae 
‘el { +) ae i t Thy . a, SEP pe Nae Be bis) § til iE a mee! ae: 
“ . y R * 


ba Key a % dul a Be 2 3 eis = hid pent wer rst ly! ie a : eo Ope 4, brad): 7 . 
a 7 

ites Th fteer, 2: Vert yo reyes dail Th OTE" be apy S + 

. +r a% ae ‘7. 
Sewy wetaaieO oath Wane . et OCR sag: Be, 1A, et 
hy * ’ | 

“en peed gat de: Go Lifer ease eld) tok gene, mee 
i" 


ne ” Fred * were ¢ ogel eee 5: ee Pics v4 : 
crud aaeaa Gakw ARE Ure maisrcait Get Dor ihe ety - 


it, M4 en 7 4 ald’ 
Ley GG 0 sat SMe. Sen: Ya a aS ice “* sii 
. ri . 


chat 8 nae Ro ston 


- 14194 - Mr. Duffy 


moving from Pembroke, Ontario, to Thorold, Ontario, or 
from Pembroke, Ontario, to Johnsonburg, Pa. Now 
again let us take the 18¢ rate, which is established in 
Canadian National Railways! Tariff CRC No. 1812, CF-300, 
from Pembroke, Ontario, to Thorold, Ontario, plus the rate 
which is published ac dane in Canadian National Railways' 
Tarirf “1cC B-469, from Thorold, Ontario, to Suspension 
Bridge, N. Y. - 1l¢, which is the international rate 

and increased under all the I.C.C's decisions. ie 
combination of these factors would produce a through rate 
from Pembroke, Ontario, to Suspension Bridge, N. Y., of 
2o¢, but still in all the Canadian carriers feel that 
they should have 31.50¢ division of the joint through 
international rate for the car that is moving through to 
Johnsonburg, Pa., however, there is an established rate 
within Canada for the movement of pulpwood from Pembroke, 
Ontario, to Suspension Bridge, N. Y. which is published 
in Canadian National Railways! tariff E-462 of 36¢ per 
HOO! bs’s Now let us take the rate which is established 
within the United States from Suspension Bridge, N. Y., to 
Johnsonburg, Pa., of 12¢ per 100 lbs., which rate 

includes all the increases allowed by the I.C.C., and 
published in Erie Railroad Pulpwood Tariff I.C.C. 20410, 
and add it to the baseiay combination from Pembroke, 
Ontario, up to Suspension Bridge, N.Y., of 29¢, and you 
would have a i ceeway combination of local rates of 41¢ 
from Pembroke, Ontario, to Johnsonburg, Pa., which would > 
defeat the joint through international rate of 4o¢ per 100 
lbs. Of course, the tariffs do not carry the alter- 
native application of intermediates permitting us to use 
this fincuine., combination to defeat the through rate. 
This is true in a good many instances, To mention a few, 
Yellek, Ontario; Maniwaki, Quebec; Eganville, Ontario, 


ana the same situation can be set up from points on the 
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on the Ontario Northland Railway through to Johnsonburg, 
Pa. 

At the risk of repeating ourselves, we wish to 
state at this time that this explanation of the rate situa- 
tion within Ontario and Eastern Quebec is true. in, Our 
opinion the increases that have been forced upon the 
American pulpwood consumers by virtue of increases which 
were allowed by the I.C.C., and which in our opinion and 
we believe in recent decisions of the I.C.C., 
confirms somewhat that it was not intended that these 
increases would be allowed on the through international 
rates, when compared to those which have been applicable 
wholly within Canada have ruptured the entire rate 
structure as it applies to pulpwood for joint through 
international movements, and certainly something should be 
done to adjust the basic rates which are presently appli- 
cable, and that a new basis be established which would 
reflect a through scale for the mileages involved that 
would be comparable to the mileage basis effective mile for 
mile within the Dominion of Canada for the transportation 
of pulpwood, 

We would like to aeae at this time that we have 
numerous contractors within Canada, who furnish pulpwood 
for the Armstrong Forest Company. All pulpwood is 
bougkat f.o.b. origin. Therefore, the Armstrong Forest 
Company assumes the responsibility with regard to the 
routing of this traffic, as well as endeavouring to keep 
contractors advised with respect to rates and other 
traffic matters as they affect their movements. We, 
in our close contact with these contractors, are very 
familiar with the manner of the production and the pro- 
curement of the pulpwood which they handle. Too much 


importance cannot be placed upon the relationship the 


pulpwood industry occupies 
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in the economic condition of the small farmer and settler 
in the areas through which pulpwood is the chief industry. 
The farmer and settlers and small producers from whom 
these contractors purchase pulpwood depend upon the monies 
received for the pulpwood to secure the cash they require 
to pay their taxes, insurance, grocery bills, doctor 
bitis, atc When there is no market for pulpwood 
then it is impossible for them to secure the cash with 
WhICch ToOmcarry On, Or credit. When there is a ready 
market for pulpwood good times are reflected throughout 
the entire Artiananvuene enias scountry, and farmers and 
settlers pay their bills and merchants' books are free 
of bad debts. 

Testimony has already been received by your 
honourable Commission as to the amounts of pulpwood 
which have been shipped by some of our contractors, but 
we would like to discuss the movement of pulpwood from the 
T. S$. Woollings & Company, Ltd., operations at Connaught, 
Ontario. In the past ten years, T. S. Woolings & 
Company, Ltd., has shipped from Connaught, Ontario, to 
Johnsonburg, Pa., 246,390.26 cords of pulpwood. Total 
freight charges paid to the Ontario Northland Railway 
within Canada $2,910,448.94. Based on the average 
percentages of this total rail charge, the Canadian lines 
retained 70% average or $2,037,314.26, while the American 
lines received an average of 30% or $873,134.68. Our 
operations at Connaught employ during the winter season some 
300 odd cutters and additional 50 to 60 truckers. During 
the driving season from 70 to 100 men are employed on that 
operation. During the sap-peeling season an additional 


200 to 250 cubters are employed. For the towing and 
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rossing mill operations, extending usually from early 
June to November, an additional 80 men are employed 

in connection with the rossing operation and the filing 
out and loading of pulpwood on freight cars. The 
movement of pulpwood from Connaught to Johnsonburg was 
begun in 1917, and has been a continuous operation ever 
since. Heavy movements of pulpwood from Connaught, 
Ontario, to the Armstrong Forest Company have taken ieee. 
every year since that time, but due entirely tto the high 
transportation costs, I feel that the movements of pulp- 
wood, which have been enjoyed by the Canadian carriers 
since 1917, cannot continue unless drastic downward 
adjustments are made in the present transportation rates. 

During the winter season there is no wood being 
prepared on the T, S. Woolling's & Company, Ltd., opera- 
tions. I know that due entirely to the high costs of 
transportation that the Armstrong Forest Company disposed 
of certain quantities of pulpwood previously contracted 
for shipment to Johnsonburg, Pa., to escape the payment 
of the excessive transportation costs. 

There is no difference, contrary to the usual 
opinion, of the fibre content of (the use of the fibre of 
Canadian poplar pulpwood as compared to the hardwoods, 
softwoods, and poplar pulpwoods which are taken from the 
hillsides of Pennsylvania. You are definitely faced 
with a severe competitive situation which should be at 
great importance to you. It has not been too many 
years ago when in our woodyard we had an inventory 


of 26,214 cords of Canadian poplar 
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pulpwood as against 767 cords of local hardwoods, 
softwoods, and poplar pulpwoods. Today in contrast 
with the above mentioned figures we have an inventory 
of 76,300 cords of local hardwoods and poplars, as 
against 45,600 cords of Canadian poplar pulpwood. 
This, we believe, will give you some idea of the trend 
of future developments in process today, which at this 
time appear to make the use of local hardwoods and 
softwoods @ great deal more accessible, and we refer 
to the research now being carried on in the semi- 
chemical pulp fields, 

We hope in the mutual interest of all con- 
cerned that your honourable Commission will, in your 
final consideration, make strong recommendations that 
something be done to bring about reductions in freight 
rates that will stimulate the movement of this inter- 
national traffic, 

Now, with your permission, Mr, Chairman, I 
would like to read some letters from some contractors, 
TI would like to submit them for the record. 


THE CHAIRMAN: Very well. You may proceed. 


THE WITNESS: Thank you, sir, This first 
letter was addressed by W. B. Plaunt & Son at 
Sudbury, to the Royal Commission on Transportation, 
Ottawa, Ontario. It reads: 

"Some time ago we renewed an old contact 
that dated back to the early twenties with the 
Armstrong Forest Co, of Johnsonburg;, Pen <.. 10 
the sale of peeled poplar pulpwood, from an 
area comprising of parts of Algoma, Sudbury, 
Nipissing, Parry Sound districts and the 
western edge of Quebec, 


The demand for wood from Armstrong Forest Co. 
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is very great as long as the wood from our area 
remains fairly competitive, with freight the 
largest and deciding factor, At the present 
time. the «freieht..cost ratio,. to.wood cost.FOB 
cars is approximately 150%. 

In our first year back at supplying tuis 
company, we produced around 5,000 cords in the 
47.48 season. In the 48-49 season the production 
was over 12,000 cords and the future indicated 
as large or possibly even larger shipments, until 
the cost of transportation became an impossible 
obstacle for further shipments. AS a result We 
have no contract of peeled poplar for 49-50 
season shipping. 

This has meant a very decided hardship for 
many of the settlers, farmers and small operators 
with whom we have done business, as well as for 
small business in the towns and villages around 
which we have dealt. 

We have a domestic pulp business as well as 
export but in the two markets the species 
required by the two companies are different to 
a large degree and one does not offset the other, 

We are also producers of ties and other 
products for railroads and we find that the buying 
of pulpwood increases the supply of ties in many 
areas where the production of either one is 
uneconomic but a combined operation is practical. 
The importance of this production to the country 
is obvious when it is understood that to many 
farmers and settlers, this is their only cash 
crop for many years, and ifcit is not available 


the land is deserted, The production of wood is 
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in many cases the basis of credit with local 
merchants. 

Poplar wood has @ very limited market. As 
firewood it is very unsatisfactory. As lumber the 
market is practically non-existent and for domestic 
consumption as pulpwood, the demand is very low. 

Poplar is our fastest growing and most common 
wood and most unsupervised regeneration of forests 
result in poplar regardless of previous yield. We 
are now in a position of having larger and increasing 
supply of this wood on hand and of having our only 
large market for it cut off. This can have a very 
serious effect on the economy of this part of the 
country, starting with the farmers and settlers 
and affecting the small business merchant, and 
professional men in the small communities in which 
we deal, as well as completely doing away with,our 
own export wood business with resulting Logs Of 
revenue to our firm and the loss of a great deal 
of American currency to the country. 

We do not know if the Joint Through Inter- 
national Rates are at question. We cannot recone 
ment too strongly that some action be taken to 
reduce to a large extent this inequality of rates 
and the pursuant hardship to shippers of export 
wood. This action must be taken in conjunction 
with a close inspection of present internal rates, 
on which any increase would continue to be 
disastrous to the pulpwood supply industry and 
consideration be given to a more reasonable rate 
in order to start again the flow of poplar to 
the only market of any size which we have. 


All of which is respectfully submitted for 
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your consideration, 
Yours respectfully, 
(Sgd.) W. B. Plaunt & Son." 
MR. COVERT: Q. Are the other letters to the 
same effect, Mr. Duffy? 

A. The other letters are to the same effect, and 
I would rather just submit them for the record. 

Q. You may hand them to the reporter and they 
will be copied into the record. 

A, They are all along the same line. The second 
letter is from Mr. Alf. Chenier, Chairman, Federation 
of Chambers of Commerce, District of Temiscamingue. 
The third letter is from Oscar and Alex Lafreniere, 
General Merchants, at Messines, Quebec; while the 
fourth letter is addressed to Hon. Dr. J. Jd. McCann, 
House of Commons, Ottawa, Ontario, by Mr. be aoe 
Chapeskie. I submit these letters for the record. 

"La Chambre de Commerce de Ville-Marie 


Ville-Marie, Queb. 
Oct. 15th, 1949. 


Armstrong Forest Company, 

Johnsonburg, U.S.A. 
Dear Sirsie- 

For many years our district has supplied 
thousands of cords and millions of cubic feet 
of pulpwood to the paper industry. More partic- 
ularly since a couple of decades, our poplar 
production accounted for a large proportion of 
our farmers! income, 

The recent raise in freight rates will be 
mainly responsible for the fact that, this year 
and most probably for the time the actual rates 
will be maintained, the paper industry will have 


to supply its mills with wood originating from 
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neighbouring districts. 

The exclusive Canadian Cornwall mill to supply 
itself of poplar needs an approximate yearly 
consumption of fifty thousand cords which is amply 
covered by the vicinity. This leaves most of our 
Canadian poplar production to be directed towards 
the U.S. border mills, 

Since the life of poplar is well established, in 
our district, at some twenty years, we now have to 
admit that, not only will this raise in freight 
rates abate the revenue of an important portion of 
our Canadian population, the farmers, but also will 
probably compromise a crop of most utility. 

In another point of view, if railroads need 
further incomes, it seems to us clear that they 
should look towards heavy traffic. If a raise in 
rates is necessary it would be logical that such 
raise should not apply to matters which could not 
avail being transported at high rates. 

Your company is surely interested in 4 
straitened situation and anything you may see Fit 
to do in this view will be gratefully considered 
as a contribution to cooperation, 

Yours very truly; 
(Sea.) Alf. Chenter, 
Chairman, 


Federation of Chambers of Commerce , 
District of Temisamingue,. 


" ALEX, LAFRENIERE, 
Marchand General, 
Messines, Que., Oct, 26, 1949. 


The Royal Commission of Transport, 
Ottawa. 


Gentlemen - 
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We have been supplying pulpwood for the past 
ten years to Armstrong Forest Company of 
Johnsonburg, P.A. 

Our 1947-48 contract amounted to bringing 
$450,000 American dollars into our section of 
Canada all of which we are desperately in need of 
to maintain our standing. 

This year we have no contract due to the 
continued rise in international freight rates. 
This will have a very serious errect on), alt 
business, farmers, doctors, etc. We have been 
informed by the mills that we have shipped to 
that they can now secure sufficient wood at 4 
much reduce cost than what we can deliver ours, 
despite the fact the cost of producing a cord 
of wood in our district is less than the freight. 

The Armstrong Forest Company in the past 
only consumed a few species of hardwood, but at 
present are consuming practically every specie 
of wood available. Therefore the only opportunity 
we have of continuing to deal with the U.S. mills 
will be to deliver to them at a price in com- 
petitive with their own production. 

We are submitting this ToOreyour consideration, 
to which we respectfully hope something can be 
done to reduce rates, in order to continue doing 
business in pulpwood. 

Yours very truly, 
(Sed.) Oscar Lafreniere 


Alex Lafreniere." 
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"November 16, 1949. 
Honwebr wid ji.ad we Me Gann; 
House of Commons, 
Ottawa, Ontario. 
Honourable Sir: 

I believe it is expedient for me to bring to 
your attention a matter of major importance, as it 
affects many settlers, farmers, and limit holders, 
in this area, who depend on some form of income 
from pulpwood produced and shipped to mills in the 
U.S.A. 

It is common knowledge that shipments of 
pulpwood are dwindling down to a fraction of what 
was shipped last year from this area, due to the 
fact of the unsettled cost of transportation which 
have taken place over the past eight years. In 
1940 I understand the rate on pulpwood to Johnson- 
burg, Penn.,was 25 cts. per cwt., today it is 
42 cts. per cwt., plus 6% surcharge or a dif- 
ference of $5.95 per cord on poplar pulpwood which 
weighs approx 3300 lbs. per cord, and the total 
cost per cord being $13.86 plus 6% surcharge. 
for freight charges to Johnsonburg, Penn., Whilis 
the producer gets $10.00 per cord. 

I learn that the rates applicable to inter- 
national shipments are set by the Inter-State 
Commerce Commission and accepted by the railways 
in Canada. 

Would you be good enough to let me know the 
governing body in Canada who accepts the rates set 
forth by the Inter-State Commerce Commission, The 
CNR being a government owned railway nay help 
matters and possibly you have some information with 


regard to these transactions. 
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The loss of our market for peeled poplar 
to USA mills would seriously affect the earning 
power of this locality when one figures a half- 
million American dollars coming in for some twenty 
thousand cords in 1948, and only a fraction going 
forward since last June, and only a fraction of 
American dollars coming back to us. 
Very truly yours, 


H. J. Chapeskie." 


CROSS-EXAMINATION BY MR. SINCLAIR 


@, Mr, Duffy, you have been interested in traffic 
matters for a good number of years? 

we Fora While, yess sir. 

Q, And during those years you have had a large 
number of conferences and discussions with the traffic 
officers of Canadian railways? 

Ah.) That vs) correc. 

Q, And this problem of pulpwood rates from 
Canadian shipping points to Johnsonburg, Pennsylvania, 
has been a matter of discussion on 4 number of 
occasions? 

A, Whet te correct, 


Q, And it is under discussion right at the 


present time? 
A aeihet is correct, 


Q. I understand that on December 19 the Canadian 
Freight Association made & submission or an offer of 


of a rate which they agreed they would put into effect, 
subject to the rate being agreed to by the American 
lines? 

A. I understand that is correct. 


Q. And that the American lines ate meeting on 
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February 14, next, to come to a conclusion as to whether 
that rate will be acceptable to them? 

A. I understand that is correct. 

Q,. And if that rate comes into effect, it will be 
lower than the present basis? 

A. Somewhat, 

Q@. Somewhat. Now, the rate to Thorold, the 
Pembroke-Thorold rate which you refer to at the bottom 
of page 6 of your brief is a manufacturing and transit 
rate. In other words, the rate is set with the under- 
standing that the carrier will get the haul on the 
manufactured product out. That is correct, is it not? 
That is the 18-cent rate? 

A. That is correct, Just a second. No, that is 
not the Manufacturers! ASsociation rate. That is not 
the manufacturing-reshipping rate. That rate is taken 
from the lumber tariff. That is the highest basis of 
rates applicable within the Dominion for the transporta- 
tion of pulpwood. 

Q@. I see. Did you advise the Canadian railways 
that the rate they submitted to you, if put into effect, 
would be satisfactory? 

Ae NO, SLr. 

Q, But you accepted it, though? 

A. I did, hoping it would do something to 
stimulate tne flow of pulpwood from Canada to the 
United States. 


Q. I think the railways should be very grateful 


to you for setting out in such clear form the relief 
the American railroads have secured 4s compared to 
what Canadian railroads have secured. You know that 


the final determination of one of the rate cases is 


now proceeding. 
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Ane Thathaovecorret ts 
Q. And you always have open to you, have you not, 
Mr. Duffy, combinations of local rates on and off the 
border? 
A. BNO, 43iRe 
You have not? 


o MNO Zeeirs 


Q 

A 2 

@.. Off the Canadian Pacific? 

A No, sir. We have no combinations. 

Q@. You cannot pick a local rate and then reship? 
A. How are we going to get across the border? 
Where are we going to ship tor 

Q@. Can you not ship to a Canadian Pacific point 
at the border and then rebill and ship on an American 
road? 

A. I would like to have that explained to me, at 
Pb rcarrbe:. 

Q. I understand you can ship, let us say, to 
Montreal, Canadian Pacific, and you take delivery 
there, and then you could reship? 

AyouiTheat iaveorrect, 

@,. And you could get 4 combination of local 
rates? 

A. Yes, but what good would it be to you? 


Q@. But that is open to you? 


A. &. Amecines tt ea. put. Lonever checked anything, 
because we still have joint lines on the opposite side 


of the border. 


Q. The reason why you do not take these local 
combinations and take delivery is because the other 
rates you are moving on are lower? 

A, I would imagine they would: be, but I do not 
know. That is not the case in the cases I have 


explained to you, and the case in 4 good many other 
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instances in the particular territory from which we 

are drawing pulpwood, out of Ontario and eastern Quebec. 
Q. I am only talking about the Canadian Pacific. 
A. Well, let me talk generally, then. 
Q. No, if you do not mind. There are one or two 

points I would like to clear up. 


A. My testimony deals mostly with rates with Canada. 


THE CHAIRMAN: Will you let us know what your 
theory Loy MP, oLNC Lair? | 

MR. SINCLAIR: What I was suggesting, 

Mr, Chairman, was that these rates are & matter of 

negotiation between the shippers and the various carriers 

involved. They are now subject to negotiation; and an 

offer was made which was accepted by the witness on 

pehalf of his company; and it only remains for the 

American carriers to deal with it, to see TE EG WAL 

come into effect. The American carriers will consider 

4t at the meeting to be held on the 14th of the month. 
THE CHAIRMAN: The offer concerns some rate 

which would be lower than these two rates? 

MR. SINCLAIR: That is right. And my second 
point was that these through rates are on & lower basis 
than the combination which could be made by taking 
delivery at local points, to local points on the 
Canadian Pacific, and shipping beyond on the American 
carriers, and making whatever combination they wanted. 

THE CHAIRMAN: You say that the part of the 
haul which would be altogether in Csnada would be 
dearer by local rates than these? 

MR. SINCLAIR: These combinations would make. 

THE CHAIRMAN: You suggest that possibly 
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United States? 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: What would be the freight charge 
up to the border in Canada? Would it be less or more 
than this through rate? 

MR. SINCLAIR: %f course, the through rate is not 
divided except by negotiation between the carriers. So 
therefore you cannot make that comparison. The com- 
parison which I suggest you can make is what rate would 
be available to the shipper by doing what I suggest. 

THE CHAIRMAN: Can you not make a comparison on a 
mileage basis by saying that so many miles in Canada 
would cost so much on the whole haul, whereas the 
through rate on the whole haul would be so much more 
per mile? 

MR. SINCLAIR: I suggest no, because different 
considerations apply. I suggest that if the shipper 
wishes to take the local rate and take delivery and 
reship, he has that open to him. The only reason he 
does not do it is because these through international 
joint rates are lower than would be made by a com- 
bination of local rates on the various railways he 
would have to ship over. 


THE CHAIRMAN: We shall adjourn now until 2.45 p.m. 


the Commission adjourned to meet again 


---At 1 p.m. 
Diet 


at 2 45 


(Page 14218 follows) 


a? i ir fiegor ar oft ork 


in coal rae) 


reset mca 


ye , ¢ 2 pea ,¥ ( 
y “ . 
7 
ih AT ‘hiv tec cebieosts Sakae aie Oia UOy wroletedt 
q x 
y ns | y § (ua 
7 an ? - ae 
1 ep Mh Fiz 7 tz Bi ¥% un ‘Sis. > he eee ie: gh Wy ea soe Bay A i Ary ity, nos Iraq 
’ | . f : ? 3 . 
oa: - : J Us Ny “l : 
7 r J . os a , ~ “4 Ls 
45 , age. IT RaewW grap Ya; ocean tile edd of eld aireve, od: 
i . s ' ‘ 7 7 is in 
‘ . + hoe ‘ Sha) < s eg hy : re 
B rt, nie horaGi plat hone: dee TAMA LANG BAT | 
; j : } 
da : 
: 2 " » “babaael r i hr - gad tar 
| (ap pia mT] fi ies OF S58 Sa WLey~ea Ya ehead esesite 
yy if bi 7 i ’ : . 1 ¢ aa 
- ’ 
F) I ay > 
oe " 5 ah Cpe thR tirest efLodd. ere ao nyinst ne. 900 Bilaow. © 
7 .Y Ate: tall Ne eae . n 
_ ! ’ ‘ j 
» * ; a!  ¥.8 OG 
. ’ Py 2 r P a 4 * . 
y A E : ar S| oa wy py F ri te} Lory oh ft. oy Kab! ‘“ ta poutrid: 7 
i , a 
oy . , b ry il) = 
Ou fh We 7 
ae Lit Log a 
; ¥ et 
- 4.» , = ¥ A “7 * CT Ae v 
bia a! ‘ . 4: een ul 2) * it, de I + AM, 
| 4, = mu 7 we * + GG ~ . . j 
' ; ; 7 
on F Eek a t ; Py $4 Lf i. > rae a a Ot EE at BftO0 ir 
. t 
i \ 
- rr" P r a: _— 
j 434 na mh BE Oy ea? nt oft oiet of aera bw, : 
. A 
d on) 
+ u - 
. ‘ 5 ~ r P ¥ » +. : ; 
oth neh ehh ot gece ted eat of .gidee,' | 
' 5 * y 
ie: . > rr. — - . ‘ ? 
q Odds Sr tay nueTit atedih. onyaoed et TL of ton Beck | 
} 1 
\ q 
) if 
- r bm fi a to ‘ . “we ~ 2 » be — 
: off 1 Od) BLYOW. AAO av a ets ees AT Trios, 
I * 1 < = 
" se | Bey jolhteyv aft no. sedan Lecol to soltadtd 
5 a » i 
, ; 
‘i ' : re van f a 
i _ . Me Se, Py: ss 3: 2 v af b Luu, 
‘ 
. ‘ ri ~ *, “He , 7 e Tis AY "ay if Wr eges aM, S wh indft Tad) i: iP. 
‘ 
y } ; . ; 
i ‘ ’ i 
. a 4 t. er #; “en q A , 
u Can ; nist my #3 +P &:( HOME phi WY < Mio Lis we Be DARIO, fine oe F I Js fae, 
| “ae S ae 
7 * a 


Wail Bret eget) 1 


- 14218 - Mr. H.E. Duffy 


Af T EB RN. O.0 N Dee oon: ON 
MR. H. B. DUFFY RECALLED 
CROSS EXAMINATION BY MR. SINCLAIR RESUMED; 


Q. ° Just: before the adjournment, Mr. Duffy, 1 had 
asked you about a combination on Montreal where the 
combination of the locals made it higher than the through 
rates. Then I would ask you to turn to page 6 of your 
Brief where you give an instance of where the combination 
of intermediates makes lower, that is, via Montreal it 
would make higher, and therefore you would take the through 
rates. On these examples you have here a combination 
would make lower and one would expect you to take the 
combination, but you say that you are not allowed to take 
them. It would defeat the through rate? 

A. That is correct: 

Q. Is there anything that would prevent you from 
taking a aye onde from Pembroke, billing to Thorold, 
taking delivery at Thorold; billing it from Thorold to 
Suspension Bridge, taking delivery there and billing it 
from there to destination? 

A. I don't see anything - - 

THE CHAIRMAN: What is the answer? 

A. I don't see anything that would prevent the 
possibility of doing that other than the cost of it. 

THE CHAIRMAN: What would be the consequence? 

MR. SINCLAIR: The effect rate-wise, he would get 
the 41 cent rate as compared with 42 on the combina- 
tion. 

THE CHAIRMAN: Would there be other costs involved? 

MR. SINCLAIR: His organization costs of taking 


delivery and re-billing and giving instructions. 
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THE WITNESS: I would have to establish an office at 
Thorold to accept delivery and make payment of freight 
charges, and then I would have to re-bill them from there 
to Suspension Bridge; then take another office there to 
establish and credit and pay my freight charges and re- 
bill from there to Johnsonburg Pennsylvania, which would 
be a tremendous expense and the saving would not offset 
or would not come close to offsetting the cost. 

MR. SINCLAIR: Q. And therefore you take the through 
rates? 

A. That is correct. 

Q. My understanding, Mr. Duffy, is that the pro- 
position that is put forward to you by the Canadian railways 
and which you accepted and which is now before the 
American carriers for acceptance on the l4th of this 
month, will take care of any of those cases? 

A. NO, it witli not. 

@. I will. not? 

A NO, SLY. 

Q. Will there still be some exceptions? 

A There will still be exceptions to the rate. 

Q. But you recognize, do you not, that these joint 
through international rates are a matter of negotiations 
involving a great number of parties and quite a number of 
railways? 

A. Well, I don’t want to go that far with you. I 
think that negotiations for freight rates from the Canadian 
National Railways, Canadian Pacific Railway, the Ontario 
Northern Railroad which are the railroads we are definitely 
interested in, I think it is a matter of the railways 
getting together and deciding on what they can establish 
as a just basis of rates on international traffic, sub- 


mitting the proposal to their own committee and having it 
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approved, and then submitting that proposal to the Trunk 
Line Committee for the interests of the Erie Railroad, 
Baltimore and Ohio Railroad the Pennsylvania Railroad, 
the New York Central and the D & H Railway. Those are 
the prime factors in any rate accepted on the Trunk Line 
Side, on the American side , by the Trunk Line Committee. 
. They are the governing factors? 


That is correct. 


e2 S* 


The American lines are the governing factors. 

A. No, the American lines accept no reSponsibilities 
for the basis of the rates that are suggested or proposed, 
but of course, they do concur in the basis that may be 
proposed by the Canadian carriers because of the fact 
that the traffic originates in Canada and the originating | 
carrier is the one who suggests the basis. 

Q. The Interstate Commerce Commission have jurisdiction 
to pass on the reasonableness of any rates from the 
border to destination in the United States? 

A. That is correct. 

@.- And the Canadian Board of Transport Commissioners 
have complete and unfettered jurisdiction over the rates 
from the origin point in Canada to the border of Canada? 

A. To the border, that is correct. 

Q. So that the two local rates are completely 
within the jurisdiction of regulatory bodies. 

A. That is correct. 

Q. And with those odd exceptions that you make 
reference to, the rule is that the through rates make 
lower than the combinations. 

A. No. 

Q@. With those exceptions, I said. 
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A. I know, but I have only mentioned a few of the 
exceptions. I do say that the application of all 
intermediate rates would make a tremendous amount of 
points from which - - 

THE CHAIRMAN: What is that you are saying? Speak 
& Little iouder. 

A. I beg your pardon. The application of the 
intermediates would create a tremendous amount of 
points from which the combinations of rates would be 
lower than the present through rates. 

Q. Is that what you want done? 

Rio ONO, Sir, £ am not suggesting = 

Q. What do you want done? What is your 
proposal here? 

A. I have no definite proposal. 

Q. You see, here is the rate established by the 
United States organization and you wire the Board here 
asking them not to accept it for Canada. What do you 
want done, and if they don't accept it what is your 
alternative? 

A. My alternative, in that case, Mr. Commissioner, 
would be this, that a definite basis of rates which are 
comparable mile for mile to those rates which are 
established for the movement of pulpwood within Canada, 
be made applicable to the movement of international 
shipments on the same basis, but, those rates be esta- 
plished as through international rates rather than 
combinations over the border. 

Q. Yes, but who would establish those rates? 

A. The Canadian carriers would have to propose the 


rates and submit that basis of rates to the American 
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carriers for their concurrence, just exactly the same 

as they did when they established the basis that is 

now in effect which is the Interstate Commerce Commission 
docket scale I.C.C. 14883 which is the highest published 
scale of rates applying on pulpwood within the United 
States. The Canadian carriers and the American carriers 
agreed in 1942 I believe, that they would establish rates 
based on 125 percent. of the 14883 scale which was the 
highest scale applicable on pulpwood and approved by the 
Interstate Commerce Commission within the United States. 

COMMISSIONER ANGUS: Was that the American portion of 
the rates? 

A. That was the through international rates applying 
from the point of origin within Canada to the destina- 
tion point within the United States, Johnsonburg, Pennsyl- 
vania. 

Q. Is there any way of seperating the Canadian 
portion from the American portion? 

A. Definitely there is. 

Q. On what basis? 

A. On the division basis that the carriers have 
agreed upon. 

Q. Is that known? 

THE CHAIRMAN: You don't know what that basis is, 
ao you, Mrv DuLry?7 

A. Yes’ 

Q. You do know. What is it? 

A. Mr. Commissioner, by way of explanation, let me 
state that when the United States Government put a 
transportation tax on transportation, that law read that 


only that portion of the transportion charge which 
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accrued to American carriers, was taxable. We were shipping 
pulpwood shipments from the Dominion of Canada at that 
time on a collect basis, that is, transportation charges 
were being paid within the United States, and when 
transportation bills were submitted to my office for 
transportation tax I refused to pay the tax until I was 
Shown upon what portion of the transportation the tax was 
accrued. So in view of that the American carriers gave 
me their division of the rates that applied from Canada, 
that is, the portion of the rate which accrued to the 
American carriers and we paid the 3 percent. transporta- 
tion tax on that particular portion. 

Now, frbm Connaught, Ontario, which is our own 
shipping point, the portion that accrues to the United 
States lines on the transportation cost is 30 percent. 
of the rate via Cobourg Car Ferry, that is through 
Cobourg, Ontario, across Lake Ontario. to Genesee Docks 
and then Baltimore and Ohio Railway to Johnsonburg 
Pennsylvania. That would leave 70 percent. accruing to 
the Canadian carriers, and of course there would necessarily 
have to be a division between the Canadian carriers who 
handle that rate. 

Q. What about the respective mileages in the 
United States and Canada? 

A. The mileage from Cobourg Car Ferry, the total 
mileage is 600 - - I think the total mileage for 30 
percent. of the present rate of 43 cents applicable from 
Connaught into Johnsonburg Pennsylvania via Cobourg 
Car Ferry, the American carriers are involved in 173.1 


miles. 
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THE CHAIRMAN: And the Canadian cars? 

A. And the Canadian cars would be involved in 
504 miles. 

Qe That is, the Canadian railways carried the 
goods 504 miles and the American railways 173.1 miles 
and the American railways got 30 per cent of the rates 
and the Canadian 70 per cent. Is that in proportion to 
the respective mileages? 

A. Not with the mileages, I would not say. 

Qe Now, what is it you would have done? You would 
have these two carriers -- 

A. We have already submitted proposals to the 
Canadian carriers. 

Q. What are your proposals? 

A, Our proposals were based on the Bailey scale 
which is s scale which is applicable for pulpwood within 
trunk line territory on the United States side and we 
projected that mileage through to cover all origin points 
within Ontario and Quebec and asked the Canadian carriers 
to establish rates mile for mile on that basis which is 
higher than the rates which are mile for mile within 
Canada allowing of the increases that have been approved 
by the Interstate Commerce Commission to apply on the 
solid basic rate. 

Q. And what answer did they give you on that? 

A. They said that they could not possibly see 
their way clear to do it. However it would be higher | 
than the rates within Canada. 

Q. What about that, Mr. Sinclair? 

MR. SINCLAIR: Well, my lord, the matter is 
a matter of negotiation, I submit, between the shippers 
and the carriers and the railroads in Canada and the 


United States and the best offer that the Canadian railways 
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felt they could make was made to the Armstrong people 
and it was accepted by them and it is now before the 
American carriers and we have no assurance that the 
American carriers will accept it but we hope that they 
will so that these rates that are now being proposed by 
the Cansdisn carriers following negotiations with Mr. 
Duffy and his associates will become the effective rates. 

THE CHAIRMAN: In that case jointly they would 
be less than the present through rate? 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: Well, apparently the matter is 
not definitely closed against you? 

A. It is not definitely closed against me, Mr. 
Commissioner, but you must remember that as I said today 
the rates in Canada are based on 125 per cent of 14883. 
Now, I asked the Canadian carriers to go to the Bailey 
scale or at least to give me the flat 14883 scale and 
what the Canadian carriers have approved and have submitted 
to the trunk line carriers for their concurrence is 110 
per cent of the present 148383 scale including all increases 
that have been allowed by the Interstate Commerce Com- 
mission. In oteer words, they have done nothing. Your 
lines then decreased the present rates 15 per cent where 
there was a chance to decrease it 15 per cent. 

Q. They are not doing whet you want fee do? 

Ae Their proposal still makes the rates prohibitive. 

Q. Now, whet is it you want us to do about it? 

You see, we sre not fixing rates, as you know. What 
principle is involved there that you think is wrong? 
to do anything more 
he I am not asking your honourable commission/than 
to try and enlighten you on a situation which I feel is 
affecting the economy of Canada. We have so many dollars 


to spend in Canada and we have taken so many cords of wood 
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out of Canada each year. During the war years we were 
allocated much less wood than we could have taken if 

we could have had it. This year our allocation is back 
up. During last year we took out around 125,000 cords. 
In 1949 we took 110,000 cords. In 1950 we are not taking 
out any wood at all because of the effect of transportation 
costs. We cannot take it out. As a matter of fact, I 
said in my direct testimony, I believe, that in one or 
two instances where we had contracts for woods, we came 
into Canada through our representative in Canada and we 
sold the wood which was contracted for for shipment to 
Johnsonburg to a Canadian company to escape the high 
transportation on the wood, 

COMMISSIONER ANGUS: When it is said you accepted 
the offer of the Canadian railways, am I right in under- 
standing that you accepted it because it was an alternative 
to this position taken by the Board of Transport Com- 
missioners, a position which you think ought not to have 
been taken? 

A. Mr. Commissioner, I do not mean to convey that 
idea to the Commission. I think this morning I answered 
that very same question by saying that we did not accept 
the rates which were offered but we suggested to the 
Canadian carriers that in an effort to try to continue 
the movement of pulpwood from Ciunada today that they 
establish those rates and if it did nothing more than to 
prove to them definitely that they had to go further in 
order to allow us to do business in Canada, it would at 
least be proving something that they evidently did not 

believe when I told them that that basis would not continue 
the movement of pulpwood. 
Now, the proof of the pudding will be whether 


or not the pulpwood continues to move and on the present 
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* Pave. besis,.as.1.told My. .R. P. €.. McLeod, Traffic 
Manager of the Ontario Northland Railway when he came 
into my room in the Biltmore Hotel and told me what the 
carriers had decided upon, I said: "Well, Rod, if that 
is the best you can do, I suggest that you publish it 
but I am terribly afraid it is not going to be the 
answer," 

Now, I have nothing to suggest to your 
Honourable Commission as to what you might do or what 
you might recommend to straighten the situation out 
other than the fact that I do think that while you cannot 
recommend scales for railroads to adopt, that something 
Should be done if you feel that you still want the 
Canadian pulpwood to move to the pulpwood consuming 
point in the United States that I represent. 

MR. SINCLAIR: There was only one further thing 
that I wished to put on the record in connection with 
this matter, my lord, and that is this morning in dealing 
with this 18 cent rate to Thomld I asked the witness if 
it was the manufacturing re-shipment rate and he said: 
"No." I teve now got the tariff and he is correct; it 
is not so designated as a manufacturing re-shipment rate 
but I think, by looking at the tariff, it will be seen 
that these rates are commodity rates, published from, 
for instance, Pembroke to Thorld at 18 cents and all 
that is there is a mill from which there would be a 
movement of paper out and that, I suggest, is the 
reason why the scale is at 18 cents. 


CROSS-EXAMINATION BY MR. FRIEL 


Qe I just have a couple of questions. This reduced 
scale proposed by the Canadian Freight Association 


and which is to be concurred in by the American railroads 
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before it comes into effect, will there be any situation 
still existing whereby a combination of locals will be 
less than the through rate? 

A. I understand that there will be. 

Q. Can you give any examples? 

A, I do not have ho sir. 

Q. I am instructed that there will not be any. 

A. We have not checked the tariffs to determine 
definitely whether or not this proposal will remove the 
situation in its entirety but because of the fact that 
we have a forty-seven cent rate -- 

Q. It just boils down to this, then,that you 
do not know whether it will or not? 

A. ina Vevsitcorredcth, Ciluwould gay I do not know but 
my knowledge of traffic will lead me to believe that there 
Will still be examples. 

much 

Q. Now, you told the Chairman how /  pulpwood 
you exported last year and the year before. I did not 
hear you very well; you had your head turned the other 
way. What will you export in 1950 -- this year? 

A. We have not a contract left for a stick of wood 
to move from Canada. We are not preparing any wood on 
the T. S. Woollings lands today and we have no contract 
for any pulpwood leaving Canada today for 1950, 

Q. Is that entirely to be ascribed to the freight 
rate? 

A. That is correct. 

Q. Market conditions have nothing to do with that? 

A. Market conditions are still competitive and 
are the same today as they were in 1917 when we first 
purchased wood in Canada, 

Q. And your company is? 


A. T. S. Woollings and Company, Limited. 
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Qe Offices located in South Porcupine, Ontario 
which is a Canadian subsidiary of the Armstrong Forest 
Company ? 

A. That is correct, 

Qe Now, is the Armstrong Forest Company in turn 
8 subsidiary of the New York and Pennsylvania Company 
Incorporated? 

A. The Armstrong Forest Company is a wood procuring 
organization who procure all of the wood for the New 
York and Pennsylvania Company. They are an independent 
organization. 

Q. Are they connected in any way? 

A. Definitely, they have the same officers as the 
New York and Pennsylvania Company? 

Q. And is the New York and Pennsylvania Company 
in turn controlled by any other company? 

A. No sir. 

Q. So, whether the pulpwood actually moves out 
of Canada or not depends entirely on yourself, does it 
not? You can pay the freight rate; you can buy the wood 
or not buy it, whatever pleases you? 

A. Definitely. 

Qe The buying here in Canada is all for the parent 
company really? 

A. The New York and Pennsylvania Company Incopporosted, 
that is correct, 

Q. Are you paying increased prices for your pulpwood? 

A. No. 

Q. When was the last increase you gave them? 

A. We are paying the market price, sir. 

Q. Well, what has happened to that market price 
for pulpwood within the last few years? 


A. I do not know; I am not a wood buyer. 
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Qe. Do you know, however, whether it has been increased 
drastically within the last five years? 

A. I would say from my own knowledge end from the 
average run of buSiness prices today, it was just the reverse, 

Q. It has gone down? 

A. It has gone down, 

Q. How about the last ten yesr period? 

Ae LT am sorry; I am talking about traffic and that 
is all I have mentioned. I do not know; I am not 2 wood 
buyer. 

Qe Do you anticipate, if this rate is accepted by 
the American carriers, that the traffic will move and that 
you will give contracts next year? 

A. I am very much afraid thst we will not. 

Q. Do you think the traffic is remunerative to the 
railways? 

A. I definitely do, based on other traffic they 
are handling today. 

Q. And if the traffic does not improve you would 
anticipate the railways would have to give you a reduction 
if they want to get that remunerative traffic? 

A. If they want the traffic, they will have to, yes. 

Qe So, if you yourself, your companies, refuse 
to move that traffic for a year or two, you would improve 
your bargaining position considerably? 

Ae Now, you sre trying to get me to say things 
I am not trying to say. I have kept to railroad rates. 

THE CHAIRMAN: Mr. Duffy, please turn around 
So we can see you. 

A. I have definitely kept the railway companies 
informed by sending them inforation that has been re- 
leased by the Forest Department of the State of Pennsylvania, 


and by our United States Federal Government Forest Department 
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As a matter of fact, I flooded them here for awhile with 
it showing what the situation was with respect to the 

pulpwood within reach of our own mills -- within 50 miles 
of our an mills today and we are not trying to force the 


railways to do anything. 


(Page 14235 follows) 
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We have laid the proposition before the railway companies, 
and I think in all fairness to the New York & Pennsylvania 
sores to the Armstrong Forest Company, to the T. C. 
Woollings Company, and the Canadian railroads and the 
Canadian government, it is up to the Canadian railroads 
and the Canadian government to decide whether or not we 
are going to take pulpwood out of Canada. If they want 
us to take it out of Canada and we can take it out at a 
cost that is comparable, we are perfectly willing to come 
into Canada. 

Q. The Canadian railways apparently believe that 
110 per cent of this rate as covered by docket 14883 will 
move the traffic? 

A. They apparently believe that is the answer tO 
their problem. 

Q. We will hope it is. 

A. Ivhope so, but I am afraid. 


— se aw ot oe oe oe 


EXAMINATION BY MR. COVERT: 

Q. There are a few questions, Mr. Duffy, that 
IT want to ask you. I suppose it is not proper to compare 
the rates on this pulpwood that you have been moving over 
a period of years from Canada to the United States with 
the rates on pulpwood to a pulp mill in Canada, is 107 

A. Well, in all fairness to the railroads -- and I 


have always tried to be honest and fair with them in all 


my dealings -- I would say no, it is not fair because after 
all to-day -- 
Q. They may give a low rate on that in order to 


secure regular traffic? 
Ae That is right. To-day we do have one of our 


mills taking Canadian pulpwood 100 per cent from Canada 
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into our mills and shipping the finished product back into 
C.F.A. territory, and we route that by the differential 
rate for two reasons. The first and foremost is to 
give the Canadian railroads that traffic to which under 
normal conditions they are not entitled. Is that a 
correct statement, Mr. Jefferson? When you are using 
the differential rate you are not entitled to that 
traffic, are. you? You are not entitled to it. Under 
ordinary circumstances it would route via the direct route 
which would keep it off Canadian roads. 
MR. FRIEL: Did you hear Mr. Jefferson's answer? 
He said "Yes, it would." 
THE WITNESS: It would. Then we will take 
your answer to that question, that it would. The second 
is that the differential rate is a cent under the standard 
rate. Those are the two reasons why we move our wood 
pulp through Canada back into C.F.A. territory. We are 
giving Canadian carriers the haul on Canadian pulpwood 
that has been manufactured or further processed from the 
raw material, the same as any Canadian mill which might 
pe manufacturing the same commodity within Canada. 
MR. COVERT: Q. This pulpwood that you ship 
ite used for high grade printing papers? 
A. That.is .cerrect. 
Q. And is there a duty on that from -- 
A. WO 5 4S Lt 
Q. Not on the wood, but for instance on high grade 
paper if it were manufactured in Canada and shipped into 
the United States, is there a duty on that? 
Ne I do not believe there is. That is imported 
into the United States? 
Q. Yes. 
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A. I do not believe there is; I am not sure. 


Q. I just wondered if that was the case. You. ao noe 


OS I am not sure, but I know on newsprint there is 
not a duty. One of these railroad attorneys should be 
able to answer that question and clear it up for us. 

Q. Do you know whether or not there is a duty -- 

A, Newsprint or high grade printing papers, which 
are very scarce in Canada, moving from Canada into the 
United States -- you want to know whether there is a duty? 

Q. I understand that there is none on newsprint, 
but I want to know about high grade printing paper. 

A. I would say no. 

MR. JEFFERSON: There is a duty on high grade 
paper. 

THE CHAIRMAN: There is a United States duty; 
there is an American duty? 

MR. JEFFERSON: Yes, sir, on the high grade paper. 

THE CHAIRMAN: Entering the United States. 

THE WITNESS: That may be; I cannot answer the 
guestion. I am sorry, sir. 

MR. COVERT: Q. ‘There is one other point. I 
suppose you recognize the difficulties that there are in 
establishing joint through rates. There must be 
agreement really between the American and Canadian rail- 
ways in effect, must there not? 

A. That is correct, but when you refer to it as 
"aafficulties" I think you are carrying it a little bit 
far. The Canadian carriers agree on something and they 
submit it to the American carriers and nine times out of 
ten it is me too. 

Q. If they get an increase in freight rates in the 


United States and they do not get a similar increase on 
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the joint through rate in Canada, would there not be some 
difficulty about agreement between the American and 
Canadian roads? 

Ae Well, the American carriers petition the 
Interstate Commerce Commission for an increase in freight 
rates. The Commission probably give them immediate con- 
sideration and grant an interim increase for the present 
pending their investigation. It costs the American 
carriers thousands and thousands and thousands of dollars 
to proceed before the Interstate Commerce Commission in 
progressing their case for an increase. Finally when 
the ultimate decision of the Interstate Commerce Commission 
is reached they say, as they have said in their last two 
general increase decisions, that those freight rates may 
be increased to the extent of the transportation that 
takes place wholly within the United States, or in other 
words to the limit of their jurisdiction which is the 
border. The Canadian Transportation Commission have 
had absolutely no access or have not heard -- probably 
they have dispatched one of their commissioners down 
to listen to the testimony, but they come back and they 
say we too. It does not appear to be fair because the 
Interstate Commerce Commission has no jurisdiction over 
rates within Canada, and the Canadian Commission have 
no jurisdiction over rates within the United States. 
Therefore why should a decision that is arrived at by the 
Interstate Commerce Commission, and which is determined 
on evidence and discussion presented by the American 
carriers before the Commission -- why should Canadian 
carriers be entitled to the same increase in their rates 
until and unless there is definite proof that the financial 


need -- that the need is necessary, and proceed in the same 


me 
onli Fivon shamed at ae 


ee or nie panied 


* , ‘ 
‘ > i] a 


4 
a 


Loy? mh. oesvgomt fe a0% 4 rexopseamed. ann etager 
attest bognk muck orig yhgedesg' et sete ete 0a ae 


) 
‘netqg cd? sot senstons minetat #t55 FiveR, bas nots eneb a = 
| Rmeoheomh. oft ag800 3F MO fF egisnawal ° abs at satbasg 
work. Dees abgapieortt, bets Bbaes SKOES, wale 


a = ar 


- ie ii - renn* es tee -) > oy it . e , gente ae Lweye "Xe ; bd 
; Bee ERO 4. Oe ER! ) Bot oa Oh Rit hOGA I orft. be Led: WII OO ot ; 


. . a a 
a - : r —. oe pace bk ae a 2 . Pay pee b a 
ti : ivy Vv, f a =| F ss 2 i ee Sea iis ¥ 4 fe & €j 3 m2. ed a z ~ eel. o oa 8 Oy 
Lane ebb 4 


> 
z= ; ' > 7 e ; 
- —a ao wed beck toy poe SbF ft ha wd - 
® _ % ee re ak oe * deret- 4 ; 7s. ni | Soe, - CMsen 5 ty 
MOSeBgapcl? soteMmMioOy, UAC etened Y At 29 AORELESO Sars BETAS: OS irae 
‘i Wi eae sees S ; _ 
a) i | a woth: bodeset ab. — 
. \ 4 @P sets ff 2 7 BE y mz. : 
ee GA% iy Ge S528 258, Yo 2S oi RE. ao ek DUSABS ' 
s ‘ » Rf ° A ¥ 4 ek sa 4 a) r no - > » 7 
i ye " =f hs Sow 4 ; ae "eee we dr 2 e? MaRS. SE, t was Lic or > ye oN} Fie on oret Fhe +2 LOMO R. 
5 \ - ‘ * 
: ik DRA Beene ote. ck hone) af sf 
ede ti) wth: sith Nala 3 Ee oa ; atts is bE : rE at Me . Lice 5 A ie Gs ~ £0 rt od ’ 


* a ’ a 
‘ a ; sa t Prekl: cont “Pat: tee. wel For BLig Bax +. ? 
—-tarigo bt 20, .gonet@, botbas ome atin ehtote sesiq eavtet 
} Pe . i Et = ‘ woh  G -_ ~~ eo ' 
f Te Ba of: ne i das Ue Be Bence tak S pty ‘Sse: ic Fi iia & yO « Sf « OG; ebuow -_ 


> J s ra 
F ; % oi ex a. vee & yr eee ©) bbe wate for & 
+ o + ey oe F wey Te > PA ra mre rd rye. ~ ! - ry Rew 
* TEM, BORSA ye. Gide te ey ep Ges bee { {$2.1 Ya. oS sa ala om 
ee gee Ai og : 


Y of 
a ‘ Se 
; , 
; fosss£ fs ey. 
oe cad . bn he eS saa. Seer. wl: LS: s¢ sek ° 
: Lo € ax ‘ K ~ 4 SO£ OL . —j hs Bs Ge ; 4 cart tne ee a F Ott: Ka. 94 » <) Be 7" _ 
. . > 7 r) 
i. f : . a, ae ne Sonne hi Fart wT a » 
" . ¢ is ve Ny : o iis} aaa Ss.) 6 y si MV ASi at al 
: ipl. bb. PIGS Clans : % 1 bien Ww) ean, ?. Fit ie if ee Viet 7 Y2£ Mn 2 


| yore Sap tend smpo. yous aud Gomer eet, ay OF; BOWetl: Qt, 


cel’ | 


vai neteatmne) ap lbens). oft bar .obaned ottsty. sevae 
08 - 


5 
; netete, bod kay, oct abddiw ests: yevo molto thetawuk on 
- : 7 7 


ook e blyode yow sto toTeHt: + 


-_ 
4 

oe 
sate 
a 

+ 

-_ 

- 


 Bfaly Ge Se Hpysy~ers Bf, SaaS 
: ? : * * ‘ mo ten ry z y Py " + 
bontometcb ah soinw aie. tokerinsod soxugmmo). otseteps to 
2 a at Ay cr ey ae . . os - : 


5 


ssobuoms. sit: yd. bodnoeene motzevoeth bas sont a 


CRG aRS bhyods YIN ~~ co leabnerte 2% tS: fr, Sra Das: Ste 


. @yhes thont gt oasetogt ome eg? o9 bons me Od: bias ioe 


aid hath hoong sthated: oh arent aaodinn. ad a pos 
nk bospaag baa: ceatameane, of bes ch aay ih = a 


i a ee 
a ’ 


= USSG = Mr, Duffy 


manner that the Ameri¢an carriers progress their case 
before the Interstate Commerce Commission? 

Q. Is that the remedy that you suggest, that before 
a comparable increase is taken by the Canadian roads on 
these joint through international rates there must be a 
hearing before ed 

A. I am not suggesting that, sir, but we are asking 
Port: : 

THE CHAIRMAN: Q. As a matter of fact, there is 
some motion made before the Canadian Board does ratify the 
increase? 

A. On motion only. 

Q. Is there not an opportunity there to be heard? 

A. Noy @sars 

Q. Why? 

A. Because the Interstate Commerce Commission 
decision became effective on the l2th and the Canadian 
Transportation Commission approved the increase on the 13th. 

Qe I should like to know what form the action taken 
by the Canadian Transportation Board takes? 

MR. SINCLAIR: The railways make application to 
the Beara Fae an "imeresse% 

THE CHAIRMAN: Consequent upon the United States 
action? 

MRY SINCLAIR? That'’is rignt, 

THE CHAIRMAN: What happens before our Board? 

MR. SINCLAIR: Over a long period the Board has 
recognized the necessity, as they said in one of the 
letters, to keep the situation in status quo and they 
follow -- 

THE CHAIRMAN: They will not hear any arguments 


to the contrary? 
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MR. SINCLAIR: They have heard them. There is 
really nothing new to offer on the Subject. 

THE CHAIRMAN: There might be evidence. As Mr. 
Duffy says, the American applicants have to establish by 
evidence to the Interstate Commerce Commission that these 
rates should be increased, If they are just increased 
automatically here because certain evidence justified 
their increase in the United States, how do you justify 
that? 

MR. SINCLAIR: I think that possibly the answer 
is that these through rates are set up on routes over 
which the American carriers, as destination Carriers, 
have control. They can take out these through routes any 
time they wish, if they are not satisfied with the rates 
they are getting under them, and rely on the Shippers, if 
the traffic will move, working combinations on and off the 
porder, 

THE CHAIRMAN: Yes. 

MR. SINCLAIR: This is the same kind of thought 
that was put up by Mr. Ewar, I believe it was, when the 
Commission was in Vancouver, and in other submissions 
that were made on proportionate rates on international 
Grarric¢. The result would be that the American carriers 
would take the entire amount of the increase, the shipper 
would pay the same rate, and the Canadian carrier would 
Geto ‘proportion of it. 

THE CHAIRMAN: Is the converse true? Does 
our Board give through rates that the United States Board 
then automatically confirms too? 

MR. SINCLAIR: Yes, Mr. Chairman, 

THE CHAIRMAN: That takes place too? 

MR. SINCLAIR: Yes. 
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THE CHAIRMAN: Can you give me an example of 
that? 

MR. SINCLAIR: I do not know one offhand. I am 
sure Mr. Jefferson -- 

THE CHAIRMAN: You can furnish it? 

MR. SINCLAIR: On rates on fruits, vegetables and 
lumber I am instructed -- and livestock -- that when the 
Canadian rates went up -- could we wait and see the 
transcript? I will have Mr. Jefferson look at it. 

THE CHAIRMAN: It is of some importance because 
we are specifically asked to inquire into international 
rates. Tell me at the same time, do these rates run in 
both directions? 

MR. SINCLAIR: Not necessarily. 

THE CHAIRMAN: As long as you are going to eBe- 
pare a statement for us, take that into consideration too, 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: Whether they apply only on goods 
coming from the United States to Canada or whether they 
apply -- 

MR. SINCLAR: I think I can clear that up now. 
There are through rates from Canada to the United States, 
and there are also through rates on shipments from the 
United States to Canada in certain instances. It does 
not necessarily follow that there is full scale in both 
directions. 

THE CHAIRMAN: We would like to know about it. 

MR. SINCLAIR: I will get instructions and make a 
statement to-morrow. 

MR. COVERT: My understanding is there has not 
been the reverse case because our rates have always lagged 


behind United States, 


Q. It seemed to me during Mr. Sinclair's statement 
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Mr. Duffy looked to me as if he disagreed with what Mr. 
Sinclair said. 

A. I do not want to disagree with the learned 
attorney. 

MR. SINCLAIR: I will get instructions. 

THE WITNESS: There is just one thing, and I 
believe Mr. Jefferson will bear this out. The attorney 
Said that if the Canadian carriers did not accept this 
increase the American carriers would take the full increase 
on the through rate for themselves, I think that is 
cleared up in the Commission's decision when they say the 
joint through rate or factors of combination rates which 
are used in the movement of traffic to or from Canada 
or Mexico may be increased to the extent of their juris- 
diction, which means that only that portion of the rate 
which accrues to the American carriers will be increased 
under their decision, and not the full measure of the rate 
from point of origin to point of destination and have it 
all accrue to the American carriers. They would only get 
the increase on their portion of the rate. 

THE CHAIRMAN: Q., On their portion; you mean 
mileage portion? 

A. I mean on the agreed divisions between the 
carriers. 

Q. On the agreed divisions between the American 
and the Canadian railways? 

A. Thee is correct, 

MR. COVERT: Q. There is just one more point, 
if I can put this to you clearly. Suppose you have a 
point in Canada which we will call "C" to a border point 
which we will call "B", and then to a point in the United 
States which we will call "X". You get a joint through 
rate CBX. You have in the United States point "U" which 
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is equi-distant from "B", the border point. If there is 
pulpwood produced at "U" similar to point "C" that would 
present some difficulty if the American rate from "U" to 
"X" was greater than from "C" to "X", would it not? 

A. Well, yes, because you have a line there that 
you cannot get across, the border line. There ts nothing 
provided to take that car of wood from here to here, 

Os Now, if the same distance from "U" to "X" was 
one straight line Fe not to a border point -- you have a 
Situation where the rate from "C" in Canada through "B" 
to "X" could not properly be less than from "U" to "x". 
Is that not right? Would that not be unfair to the 
American roads? 

Ae Well, I am confused on your figures. Suppose 
you take a point, Ottawa, Ontario. 

Q. Yes? 

A. You take that down to Fort Erie -- I am trying 


to interpret your question. 
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You have a rate of 20 cents. And then you 
have &@ point from Ottawa to Johnsonburg, and that rate 
is 26 cents; and the Canadian carriers! portion of that 
rate would be, let us say, 20 cents, and the American 
carriers' would be 6 cents. 

Now, if that rate was comparable to the 
mileage scales that are applicable to the movement of 
that wood from the point of entry into the United 
States to the destination, that would be a fair rate. 

Q. Yes. 

A. If the point from Ottawa to Fort Erie is a 
2O0-cent rate, and if that was lower than your local 
rates, to the normal rate-making situation, that would 
be a fair rate if it were lower. But when it gets to 
be even or higher, then it is an unfair rate because, 
if you are shipping something for export, the rate to 
the point of export is cheaper than the local rate 
would be, than if the commodity was manufactured at 
the port. 

Q. Take the illustration you have used, from 
Ottawa to Fort Epte to Johnsonburg; and take a point 
in he United States equi-distant from Johnsonburg as 
Ottawa. If the rate from Ottawa to Fort Erie, that is 
the Canadian portion of the rate, were not increased 
to tke same extent, so that the joint piaouct rate was 
at least equal to the rate from the point in the United 
States to Johnsonburg equi-distant, would not that be 
an unfair rate from the point of view of the American 
Perrier: 

A. I am sorry, but I cannot tell you what the 
American carrier might feel about it. But speaking 
personally, for distances wholly within the United 


States for which freight rates are made on pulpwood, 
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and the distance is wholly within Canada on which pulp- 
wood rates are made, today's rates are bound to be 25 
cents higher than the rates used in the United States 
because they are based on 125 per cent of the present 
going scale within the United States. 

Q. Just one more question. If the bulk rates 
were put on the same scale, and then there was another 
30 per cent increase in the United States, what should 
be done here? 

A. If it was definitely proved to the United States 
consumers of pulpwood that the Canadian carriers needed 
the 30 per cent increase, I do not think there would be 
any question. We have never argued with the United 
States Interstate Commerce Commission when they increased 
the rates generally within the United States. The 
American Pulp Association has always agreed to go along 
with the increases and with the Interstate Commerce 
Commission's decisions, but it may be that the Canadian 
carriers are in need of money. We do not know. But we 
Gislike very much the Canadian carriers accepting these 
increases, the increase on the joint through inter- 
national rates, in the manner in which they have 
increased them, when they allow pulpwood within Canada 
which we are buying On a competitive basis to move on 
a 30.608 per cent increase and charge us a 65 per cent 
increase. That is one of the main objections. 

And we object to it because we have never had 
an Opportunity to appear before this Commission to sub- 
stantiate, or to have the carriers substantiate the need 
for this money before they accepted the increases 
prescribed by the Interstate Commerce Commission to 
apply to United States railroads, where a definite 


proof of need was made. 
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Q. That was the reason I asked you whether rates 
in Canada were properly comparable except on a haul 
both ways? 

A. The traffic has to move and we have endeavoured 
to give the Canadian lines every pound of finished 
traffic we could give them, of finished products manu- 
factured out of Canadian pulpwoods, and we do a fairly 
decent job. 

COMMISSIONER INNIS: Is there any possibility 
of joint hearings between the Board of Transport Com- 
missioners and the Interstate Commerce Commission? 

A, I have never heard of it. 

Q. Is there any possibility of setting up some 
sort of machinery? 

A. I will have to refer to Mr. Jefferson because 
he has forgotten more about traffic than I will ever 
know. Personally, I have never heard of a joint 
meeting between the Board of Transport Commissioners 
and the Interstate Commerce Commission. But I believe 
in every general freight rate increase that has pro- 
gressed before the Interstate Commerce Commission, thet 
the Board of Transport Commissioners appoint one of 
their members to sit with the Interstate Commerce 
Commission, when it is convenient, to listen to the 
testimony that is being presented by the American 
carriers. Is that right or wrong, Mr. Jefferson? 

MR. JEFFERSON: No, 

THE WITNESS: I am sorry. But I must say 
that I do not know of any instance where the Board of 
Transport Commissioners has ever sat with the Inter- 
state Commerce Commission. 

COMMISSIONER INNIS: Q. The result would 


possibly be to squeeze the Canadian producers of 
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Bul pwodd » Is there no way by which some sort of 
compromise might be reached between the two groups, or 
have you thought that far? 

A. Ido not believe that the export of pulpwood, 
of which I speak, is squeezing any Canadian consumer of 
pulpwood, because there is very little of the pulpwood 
which I am discussing here today consumed within the 
Dominion of Canada. 

Q. Would you say they are being squeezed to the 
extent that they cannot ship pulpwood? 

A, I would say that the producers of pulpwood are 
being squeezed tothdt extent, or because the cost of 
transportation is so great. 

Q. That is right? 

A. That is right, yes, sir. 

Q. I am just asking whether you had thought suf- 
ficiently about it. This is not a new case; had you 
thought in terms of some machinery which might be set 
up to handle this problem? 

A. Well, let me tell you that in my humble 
position, and with my knowledge of the government of 
Canada, I assure you that I would not want to make any 
suggestion as to what might be set up. I appear here 
today to acquaint you with the facts and to tell you 
that one of your biggest pulpwood consumers in the 
United States has been definitely driven out of Canada, 
not-for a year or for two years, 

Some time ago we took about 80,000 cords of 
pulpwood out of Canada to our Lockhaven mill and at 
the time we asked for adjustment in the Lockhaven rates, 
But our request fell upon deaf ears. And since then we 
have not moved one stick of it. 

MR. FRIEL: Q. Did devaluation not help you 


any? 
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Ba NOy Sit; 

Q. It is quite an item on cordwood. 

A. Not when you pay 7 per cent surcharge. 
Devaluation does not mean very much in that case, 

COMMISSIONER INNIS: Q. The Canadian 
producers and railways, presumably, are being penalized 
by increases on American roads over which they and you 
have no control. 

A. Theat fs correct. 

MR. SINCLAIR: I think, sir, that possibly 
you have overlooked the fact that the American carriers 
petition the Board of Transport Commissioners for these 
increases on the joint international through rates. 

THE CHAIRMAN: Would you mind repeating that? 

MR. SINCLAIR: When the American carriers 
petition or apply to the Canadian Board on these appli- 
cations for increases on joint through international 
rates -= 

THE CHAIRMAN: You mean that they apply to 
the Canadian Board at the same time that they apply to 
their own Board? 

MR, SINCLAIR: Yes, sir. 

THE CHAIRMAN: And give them the same evidence? 

MR, SINCLAIR: I think the point is -- the 
reason why the Canadian Board, for reasons of continuity 
agree to maintain the level of these through rates to 
the United States. 

THE CHAIRMAN: If there is any agreement out- 
standing between the two boards we would like to have 
it. Do you know anything about that, Mr. Covert, 
whether there is any agreement between these two boards, 
the American and the Canadian, in respect to inter- 


national rates, the through rates? 
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MR. COVERT: No, Mr. Chairman. 

THE CHAIRMAN: Because if there is, we should 
know about it, 

MR. SINCLAIR: It its a matter of practice only, 
as I understand it. 

THE CHAIRMAN: Well, practice might set up a 
sort of agreement. 

COMMISSIONER INNIS: It is conventional. 

THE CHAIRMAN: Yes. Something occurs here 
and you find increases sanctioned by the American Board 
and automatically adopted by our Board, and according to 
what you tell me, it works vice versa. 

MR. SINCLAIR: I understand that in theory 
that has been the situation; but there has never been 
& rejection of an American increase, because the 
American carriers always got their increases earlier and 
faster than we did in Canada. 

THE CHAIRMAN: You mean they applied earlier? 

MR. SINCLAIR: They got faster relief, even 
though they applied later. 

THE WITNESS: If you check the records, you 
will find that there was a pulpwood case in 1926 or 1927; 
and if my memory serves correctly, the Transport Com- 
mission of Canada dismissed the case on the ground that 
they had no jurisdiction, 

MR. SINCLAIR: Q. They had no jurisdiction 
Over the through rate? 

A, Then we move on to the Interstate Commerce 
Commission with the same case, and they dismissed the 
case because they had no jurisdiction, 

THE CHAIRMAN: That is part of the inquiry. 
Does anybody else wish to question this witness? 
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MR. COVERT: Mr. Chairman, the next one is that 
of the National Livestock Records and the Holstein-Friesian 
Association of Canada. 

MR. JOHN ERNEST POWELL CALLED 
EXAMINATION BY MR. COVERT: 

Q. Would you give your name to the reporter? 

A. John Ernest Powell. 

Q. Mr. Powell, you are the Secretary of the Holstein- 
Friesian - 

A. No, I am an extension worker for the Holstein- 
Friesian Association of Canada, and at present I am 
acting as Secretary of this joint committee representing 
the National Livestock Records and the Holstein-Friesian 
Association of Canada. 

Q. They have formed a committee on rates? 

AX @ They LS Pricnt. 

Q. Now, you have a Brief. Do you want to read 
that into the record, Mr. Powell? 

A. That is right. 

INTRODUCTION 

Notices received March 23, 1949, from the Chairmen 
of the Canadian Freight Associations, Eastern and Western 
Lines, stating that the special freight rates applicable 
to Pedigreed Live Stock for breeding purposes (Tariffs 
numbers 5H and 183-C respectively) were to be cancelled 
effective May 15, 1949, caused considerable alarm to 
breeders of pedigreed live stock throughout the Dominion. 
These rates which have been in effect for nearly fifty 
years were thus to be cancelled summarily without con- 
Sultation with livestock organizations. 


At the Annual Meeting of the Canadian Live Stock Records 
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held March 29, in Toronto, the concern of the breeders 
was expressed by representatives of the breed 
associations to-Mr. Gy -F...Smith, Chairman ‘of the 
Canadian Freight Association, Eastern Lines. The meeting 
appointed a committee to deal further with the matter. 

A postponement of the effective date from May 15 to 
December 31, 1949, was requested in order that enough time 
would be available to collect information which could 

be used for a full discussion with railway officials. 
This request was not favourably considered, although 

the effective date was moved forward to May 31, 1949. 

On May 27, 1949, the Committee representing the 
Canadian National Live Stock Records met in Montreal with 
representatives of the C.P.R., C.N.R. and Canadian 
Freight Association, Eastern Lines. Following this meeting 
it was re-affirmed by G. F. Smith that the special rates 
were cancelled effective May 31, 1949. 

162% INCREASE SINCE MARCH 1948 

The actual increase in purebred rates since March 
1948 is from $ .50 to $1.31 or 162 percent. as indicated 
by the following rate figures: 

Maren” ‘Apr?i "os “i gune 3oO”" Ocr: 12 


1948 1948 1949 1949 
Regular Rate per cwt. $1.00 $1.21 Shel Gis 34 
Purebred rate per 
cwt. (Half regular S50 eh COb Seek seu $1.31 


rate) 


- * This is when the half rate was taken off. 


REASON FOR CANCELLATION 
The Ganadian Freight Association gives the following 


reason for cancellation of the special rates - "a review 
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of the revenue derived from this traffic has shown that the 
reduced basis is not compensatory for the Service involved." 
SPECIAL RATES NOT EXPECTED TO BE COMPENSATORY 

The reason quoted by the Canadian Freight Association 
for the cancellation shows a lack of appreciation of the 
reasons for originally putting these reduced rates into 
effect. This type of traffic sould never be expected to 
be fully compensatory. Rather the reduced rates were 
introduced to encourage the movement of high class 
pedigreed stock throughout the Dominion, as the basis of 
an effective and profitable business which has developed 
a heavy traffic for the railways in both livestock and 
livestock products. The revenue lost by the railways in 
thus encouraging the distribution of better seed-stock 
has been small in relation to the increased business 
received from the live stock industry. 

ENCOURAGEMENT OF LIVE STOCK RAISING 

Livestock is the sheet anchor of a diversified and 
stable agriculture. Authorities are agreed that a balaneed 
agricultural economy in Canada is dependent upon the main- 
tenance of live stock production as the most important 
element in our farming program. In 1948 well over half 
of the total farm income was derived from live stock and 
live stock products. 

The use of livestock returns to the soil much of its 
value that in cash and grain crops is lost. This helps 
guard against eroded, worn out and abandoned farms, from 
which little or no revenue accrues to anyone. 

Livestock provides a more stable type of agricultural 
economy than other types of farming - production and income 
are maintained year after year on a much more uniform and 


regular basis. 
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Greater stability and regular income makes for a 
more prosperous populace which over a period of years 
means greater revenue to public carriers in every way. 
PUBLIC RELATIONS 

For fifty years the fullest co-operation has been 
maintained between the railways, Government Departments 
and other national agencies in a progressive program to 
increase the production of livestock in Canada. This has 
never been of greater importance or more necessary than 
at the present time. One of the major contributions of the 
railways has been made through the reduced rates on the 
shipping of pure bred livestock, and the cancellation of 
these rates would seem to be a withdrawal of support 
from what has been an eminently successful partnership. 

The Railway Shipping Vouchers which are attached to 
all registration certificates of pedigreed animals are a 
constant reminder to farmers throughout the Dominion of the 
interest of the railways in fostering the live stock 
industry. If these shipping Vouchers are no longer 
attached to the registration certificates the railways 
will have lost the good will that comes from the conscious- 
ness on the part of the farmer of their interest and support. 

Thousands of registration certificates bearing these 
Railway Shipping Vouchers have been issued and are in 
the hands of live stock producers. In their minds 
the Vouchers constitute a virtual guarantee of the reduced 
rates by ‘tie railways. If these are cancelled many of 
the Vouchers will still be presented with consequent eon- 
fusion and development of resentment against the Railways 
if they are not honoured. 


That, Mr. Chairman, is the Brief. I would like to 


on wee eye Say aaa, Se = die , 
a aol ealanersmoa think Ban caciraass sete a 

ATAoG Te Shae e  LORs fhe faa! woskugog augrogs Oa «4 bets 
Qa vrrave ot, oreniirm. of faey od. qwaeN ee: acca 


ee a avis 


. a i) ee 
va 


-Gs 


Yr O2.: das heet-ons syfey ¢xelt: 20%. 


2 oe 
i 4 — 

n ss 7a = ye aie : Dh a pay e 
etnametannd” go: PONE pay oaks, OyRWDESY § sal Ffonwred. f 


ere eee 
OY ‘METRO 


aviggsrweng 5 ah agi one Sn6 15 Pian Tonto bas 
A 7 ‘ ’ . ; 
fe] wv Lofts ui f. ‘HSQx wee JE ‘ 6 mot V. tare as ony casetomt Nt 


14. WY SESS SHG. AoW 1 2 onagroamt (. TIAA ae :7ss devon wt a 
; : ‘ : = : 

- 

ofe-26 anodes: t6peMm, geh3: 70 EO 4 GRE SHOOT: Sd 26 + 


é 
1 


. ‘ i .z ™ 4 ' 
Fh Ce Foret a S0 me rere ptt. je Rs “oS ve wilt SY... 
YS Ape ye ‘ 


eS oy 


shea ae A er AGS) S Fe Mel aa ae ee rd \¢ 
+ of Lf Dr wel ber opegy TO ange ae rY 
1S. si¢elkooage.... orhe Dita. , HORAee Pi Dee (Oe qq = 


- 


7 


. - : ee . ; 4 i“ s . 1S re his x SF 
Togs. 19-4 Sire fe OG Oe, Mee S. BLUOe. 29g! ee eon ss i 
. 7 
Me * 
. FQ. 1 fe ~ ee 4 ‘on F | ffl 
° es sy Eo Pe ao A. i tet Gee oP a a i Sai pes iE. bike 9 wit ke: 3& of ee ph + pale: om © 
¢ 
4 7 we fe ty ee ary ; ORE: evoke = or A hAGQ of ry. é 
97 Dao ep OSH Cale eS ats Rei, ATT EI Oe ee (i ei Plee oe i Bit, + i ae , a 
: Fo a) a : a “Y a j : 


plaice Deetei Hed: Ta sober sie eae SO terFala St. ifs a 


‘4 - 
i - P > see ee rd< qe OPS eer. ieee a * oe eek hl HT} *t Fe aecre cin 
7a TAN ORD SRP OTN ISLE ee as 4a BMF SO GAOD: : 
- : i , ‘ % ."* Ber + - * 

SOM t e Le i | [ ee. fs rh Beg nS E | ae ay ant ene} ee fs bags a Lo Ber1egis, 


; " Pr ye Piss. wet Os ree : raf 
To nAgrh (Om pote BSS. ya BEAT tne eae tk is CURE T 


ep verkkaotsok) Lame. aodierd Shes ond 208. DOF tops de. 


tata 
we tats LLiw. bpo® edt, Veck it evsi-Lf Sway pe 


HOD: DO BRAD “GF: MOM. 4S Ske: 
ike ngteen ee 
ne 7 : 


to -abosevont 
if ae 


aa of a Teale ror. ‘me loan ig. exewl ion: ~ _— . 


La Es .. fh wee Re ao Bes Teed. “SV bi Bt = {pet vo 


* ‘ * yo ins eT SS ' 5. = om 3 om 4 ¢ = =. 7 Ps Mi A 
ee Soraya 2 Bae-- W442 SS CF43 iy PGFs - 10 5 c's ts 1’ :s x ie 7 § Ps 
h wheen by Tor ~ - ‘ 


 m 'ikertart scatnn &? p3aeres cf PAT Te Lae 
BIRT RU SESS 0 SHO LASSER TSE BiG L's 


o 


: naw bf - : = 
ahadm-Ttekgeaunt: . stwakherg olomde -2v if to abmed. one. 


beashoe.er te, Setnneyg. fovutay & ated PJ Earoo ‘sradgua vents. % 
*, veo Holiosyen:- eS Saeny ft I .Svewlist. ens 76 (ueeet 
7 ae a Ss 6 
- ere Speppecem chet Detseeong sd ftder. Lhiw-s sotto ee : 


~ ¥ 


-_ 
is 


ovens, (QR rpateghiaeg TaereNeeet TO Saaihapr ave 6 a0 “ 
benvenatitoniens +. 1 


nd: Ditew I: . tet: edd, 6b. ts BD vee oo 


a 
: , 


hi 10 in Se 
) BOT AS) Ce 


- 14259 - Mr. oskee POwelL 


Submit for filing purposes at this time aontee of 
registration certificates showing the shipping voucher 
attached. 
MR. COVERT: That would be Exhibit 147. 
THE CHAIRMAN: What is it? 
MR. COVERT: What do you call this, a voucher that 
is used -- 
A..It is a registration certificate, 
Q. A registration certificate with voueher attached, 
shipping voucher attached to enable the shipper to get 
the: ‘reduced ‘rate? 
Ae Thatas righe: 
- - -Exhibit No. 147:- filed by Mr. Powell. 
Livestock Registration Certificate 
with shipping voucher attached. 


THE CHAIRMAN: We will take a five minute adjournment. 


- - - RECESS 


(Page 14260 follows) 
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CROSS-EXAMINATION BY MR. SINCLAIR 


Q. My lord, the subject of pedigreed livestock 
has been put, as you know, many times on behalf of other 
breeding associations throughout the Commission's hearings 
in the West and the pw ition of the railways in regard to 
that has been placed on the record and for that reason 
I do not propose to go into the matter again with Mr. 
Powell. 

I have just two questions really to ask him, 
the first one being, would his Association think that 
rates on other commodities should be increased to a higher 
percentage so that special concessions should be given to 
the movement of pedigreed livestock? 

A. I would say, yes. | 
Qe Now, on Page 3 of your brief you say: 

"Tf these shipping vouchers are no longer 
attached to the registration certificates the railways 
Will have lost the good will that comes from the 
consciousness on the part of the farmers of their 
interest and support." 

Do you know of any instances where the farmers 
have evidenced their mutual interest in railway problems 
by coming forward and supporting them before the Board of 
Transport Commissioners for securing rates that would 
give them an adequate level of earnings? 

A. No, £ d6 not. 
MR, FRIEL: No questions. 
RE-EXAMINATION BY MR, COVERT 
Q. Just a few questions, Mr. Powell, Your Associ- 
ation (you really represent two associations here). Have 
you any figures es to the membership in the associations? 


Aé The latest figure that I have is for 1943 -- 
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28,650 members. 

Q. Deo, Levin: yaw? 

A. In the Canadian National Livestock Records and 
the Holstein-Friesian Association of Canada. 

THE CHAIRMAN: How many? 

A. 28 ,650, 

MR. COVERT: Have you any figures at all 
which would indicate the number of livestock that are 
shipped under these rates in Canada? 

A. No, I have not. I checked with the railways 
and tried to get thee figures but they said they could 
not supply them. 

Qe Now, in effect, it would seem from your brief 
that you ere suggesting that because these rates have 
been in effect for so long a period, they should never 
be changed. Is that correct? 

A. Well, at the time they were cancelled, the 
Saskatchewan Cattle Breeder's Association protested to 
the Board of Transport Commissioners and the Board of 
Transport Commissioners at that time said it was entirely 
a matter for the railway since it was a subnormal rate. 
Now, the railways gave us a hearing on it, but it so 
happened that they had cancelled the rate before they gave 
us the hearing and the reason that they gave, we felt, 
indicated that they had not gone into the background of 
the rates and consequently were not quoting the reason that 
was first set out for giving us these special rates. 

We felt that they had not gone into it deeply 
enough. We also felt that if we had had a chance to pre- 
sent our side of the case before they went on record as 
definitely cancelling the rate, that we might have received 
some consideration. They were taking the human attitude 


that they had cancelled this stipulation, and,of course, 
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they were trying to back up their stand in cancelling 
them. We feel, therefore, that in a case where rates have 
been established for a long period of time, that before 
the railways should have authority to cancel them, that 
there should be some provision for a hearing of the case. 
Here the rates were summarily cancelled and we did not 

get a hearing until after we had protested it and actually 
did not have 2 hearing for a couple of months after the 
time they had cancelled the rates. We feel, therefore, 
where rates have been in effect for a lengthy period of 
time, that there should be a hearing, preferably before 
the Board of Transport Commissioners, before such rates 
could be cancelled. 

THE CHAIRMAN: How long do you think would be 
a reasonable time? 

A. I am not prepared to say that. I would think 
it would be 3 matter perhaps for the judgment of the 
Commissioners. 

Q. How long were these rates in effect? 

Ay They were in effect for at least 45 years end 
probably longer; we cannot establish the exact date that 
they went into effect but we do know they had been accepted 
as an integral part of the industry and when they were 
cancelled it was quite a shock to the breeders of pure 
bred livestock. 

MR. COVERT: Now, if there was a hearing before 
the Board of Transport Commissioners, presumably there 
would have to be some principles which would guide them 
on the hearing. For example, let us assume that the 
railways say that they are not compensatory. Would you 
suggest thet the Board of Transport Commissioners should 
look at that? What considerations do you think the Board 
of Transport Commissioners should give in a case like that 
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of that kind. What should be the guiding principle? 
Have you any suggestions to make? 

A. I would think that in a case @ this kind when 
9 hearing was held that they should check on the reasons 
why the rate was originally put into effect and see if 
those reasons still hold good and if they did, their finding, 
I would presume should be that the subnormal rate should 
still apply. 

Q. Well, I noticed, for example, that you state that 
well over half of the total farm income was derived from 
livestock and livestock products. Have you some figures 
on that? 

A. Yes, I have. This is from the Dominion Bureau 
of Statistics Report: 

"The cash income From the sale of Pape prodleée 
in 1948 wes made up as follows: 
Livestock and livestock products $1,322,374,000 
All other sources $i 5248 237,000" « 
I call your attention to the fact that the income 
from livestock and livestock products is higher than from 
all other sources. 

Q. I was going to suggest to you that if that is 
so perhaps, for example, it could be said that the 
livestock industry had perhaps got on its feet and had 
been properly encouraged and that if a case like that were 
presented to the Board, they might say: "Well now, the 
situation has changed from the time these rates were 
introduced." Do you think they might consider a matter 
of that kind? 

A. In answer to that I would say that there has 
never been 9 time when the Federal Department of Agri- 


culture and the Provincial Departments of Agriculture 
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have devoted more time and more effort towards increasing 
the quality of our livestock than at the present time. 

Q. Then, would it be fair to suggest that perhaps 
assistance of this kind should come in that manner rather 
then from the railways? 

A As I pointed out in the brief, this has been a 
co-operative effort over the years. The Dominion Department 
of Agriculture have worked on various phases of the pro- 
gramme for improving the quality of livestock. The 
Provincial Governments have contributed their part and the 
railways have always worked towards EME” coundr goal largely 
through these special livestock rates and while the other 
two are putting forth a stronger effort than ever, it 
would seem that the railways were definitely withdrawing 
their support from the programme when they cancel these 
rates. 

Qe Now then, one final question. You say in your 
brief that the revenue lost by the railways in thus en- 
couraging the distribution of better seed stock has been 
Small in relation to the increased figures received from 
the livestock industry. Have you any figures at all 
to support that? 

A. No, I am sorry I have not. 

Q. Have you another witness that you would like to 
have called? 

A. Mr. W. Ray Wilson; I think. 

COMMISSIONER INNIS: I wonder if you could tell 
us whether the fairs, for example, have been affected by 
the increase -- if there has been 2 diminution of interest 
in livestock fairs? 

MR. COVERT: I think that is a different rate. 
This one, as I undersitand it, Dr. Innis, is the pure bred 


livestock rate and tha‘t is not the same as the rate for the 
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fairs. 

COMMISSIONER INNIS: I thought they were 
together, 

MR, COVERT? "Thav is’ correct; 15° 107 

THE WITNESS: That is correct, yes. May I sug- 
gest that perhaps you could hear from Mr. P. D. MacArthur 
at this time; I believe he has to catch a train. 

MR. P. D. MACARTHUR CALLED 
EXAMINED BY MR. COVERT 
4 Will you give the Commission your name? 


7 Peter D. MacArthur. 


Q 
A 
Qe And you live where? 

Ae Howick, Quebec. 

Q. And your occupation? 

A. Farming -- livestock. 

Q. Are you a member of the Holstein-Friesian As- 
sociation? 

A. The Canadian Ayrshire Breeders! Association and 


as such I am connected with the Conadian National Livestock 


Records. 


(Page 14270 follows) 
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Q. Mr. Powell says you have something to add to this? 

A. . What I might add is that during all my experience 
in the livestock fleld I have enjoyed the privilege that 
has been accorded by the railways in this half rate for 
pedigreed livestock. It has been an impetus for the 
spreading of good livestock, particularly the better ii¥e= 
stock, across the dominion. I need not repeat what has 
been said by Mr. Powell in that respect. It has redounded 
in the movement of livestock and livestock products to the 
benefit of the railways. We appreciate what the railways 
have done, My question when we first received the 
intimation was where have we fallen down that we should 
be sorted out for special treatment in that respect? 
I feel that it has been a co-operative effort which has 
been beneficial to all, and we appreciate that. We feel 
we have contributed to the success of the policy in so 
far even as it affects the railways, and it has been in 
existence for over forty years, and as such I question the 
wisdom of making that change at this time. I have not 
anything further to say other than you mentioned a while 
ago what effect will this have on exhibitions. 

Let me say that I have had some experience in 
exhibiting, having exhibited livestock from Saint John, 
New Brunswick, to Edmonton in Alberta, and that would be 
completely impossible under existing conditions if these 
freight rates go into effect. It just would be out of 
the picture, We would have to depend upon some other 
way of exhibiting our livestock because after all our 
exhibitions are the show window for our better livestock, 
and as such I think they add materially to the vaitue of 
our Canadian livestock in this country. 


Q. Mr. MacArthur, suppose these rates had been 
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subjected to the increases that have been placed upon 
other commodities, the 21% increase and the 8% increase; 
woulf you have considered that to be fair? 

AG You are speaking of the general increases? 

Q. Yes? 

Ae I may say to correct that, that we are talking 
GE raves; What we had was a half rate, half of the going 
rate, and that is our position. It is not that we want 
to maintain the rate that we had at the lower level some 
years ago, but half the going rate. 

O., In other words, if the going rate was $1.20 you 
would have 60 cents? 

ad Mia G15, Fri2n0. 

Q. And if the $1.20 was increased to $1.50 then 
you would have 75 cents? 

Ku That is right; that is the basis. 

THE CHAIRMAN: Q. On page 1 of your submission 
you show that the regular rate per hundredweight is $1.00. 
What is the distance involved there? What is the haulage 
entailed? 

Bs That is an example. It might be from Montreal 
to Toronto or Montreal to Quebec, Montreal to any point. 
That rate is just an example. That would be the pre- 
vailing rate for that distance, $1, half of which would be 
50 cents. 

COMMISSIONER INNIS: Q. You have not any dis- 
tance in mind? 

A. No, nothing particularly. 

THE CHAIRMAN: Q. But suppose you are travelling 
100 miles, let us say? 

A. The rate might be different. 


a. How much would it cost? 
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A. The rate might be different. 

Q. At this rate how much would it cost? 

As I could not answer that. I will try to answer 
that by saying half the regular rate, whatever that was for 
that point. Half the rate would apply to pedigreed live- 
stock. 

COMMISSIONER INNIS: The Chairman would like to 
have it with reference to some specific mileage. 

THE CHAIRMAN: Some specific haul and mileage. 

MR. COVERT: I am getting that for you now, Mr. 
Chairman. 

COMMISSIONER INNIS: Q. You cannot say whether 
the amount of traffic has fallen off? I suppose sufficient 
time has not elapsed? 

A. No; I do know very definitely so far as exhi- 
bittons that it will PALL of f. It is utterly impossible. 

Q. Have there been any complaints on the part of 
exhibitions? 

As Yes, there was at the meeting. I do not know 
if there was to the Board, but I think they registered 
their complaint last spring. 

Q. The exhibitions have not sent any briefs to us. 

THE ASSISTANT SECRETARY: The Royal Winter Fair 
is. the only one. 

MR. COVERT: I understand you would have to go 
about 1,500 miles to get a rate as high as $1. 

THE CHAIRMAN: Yes, where it would cost $1 per 
100: Ubs., bysOO mdtbes. 

THE WITNESS: May I point out something else 
that has occurred to me? Lf, you go, bythe rateri*® is 
done on a weight basis. A calf has a certain limit 
which is a great deal beyond the actual weight of the calf. 


They are all on weights, and while we have objected to 
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that weight not being the actual weight Aa it Le nes toe 
actual weight; it is 3,000 pounds and then 4,000 pounds, 
and so on, There is no actual weight. in order to 
benefit by actual weight we ship by express, but we are 
talking of freight rates in this case. Very few calves 
weigh 1,000 pounds. I do not know of any, so that the 
half rate. on the thousand pounds will still be more 

than the half rate on the actual weight. We are not 
finding fault with that, only pointing out that difference, 
that on the actual weight there is a benefit to the rail- 
ways. 

MR, COVERT: Qs, ssliishipping these pure 
pred cattle, Mr. MacArthur, I suppose it is more expensive 
for the railways to ship pure bred cattle than ordinary 
livestock? 

A. When you get over five head you ship at carload 
rates, and then there are no benefits at carload rates, 
put anything under five head we take advantage of the 
special rate. 

MR. COVERT: Mr. Sinclair has called to my 
attention that the rates that they quoted to me before 
were carload rates, 20,000 pounds, and that on the less 
than carload rate it would be 170 miles for $1 per 
hundredweight. 

THE CHAIRMAN: The 1,500 mileage would be 
applicable to carload rates only, for carload lots? 

MR. COVERT: Yes. 

THE CHAIRMAN: Less than that it would be how 
much a hundred? 

MR. COVERT: Approximately 170 miles for that 
¢1 rate. 

THE CHAIRMAN: That is an enormous difference, 
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MR., COVERTE,.. Yes ,-40.36. 


-—— ee oe eee 


CROSS-EXAMINATION BY MR. FRIEL: 
Q. You know, of course, that there are considerable 
movements by trucks carrying livestock? 
A. short hauls, yes, there are; 
Q. Do they make any difference between pure bred 
and the other kind? 
A. No. 
THE CHAIRMAN: Q. Do they make any difference 
between pure bred and the other kind? 
ne No, there is no different rate. 
MR. FRIEL: Tat is ati. 
MR. COVERT: I understand there is one further 


witness, Mr. W. Raymond Wilson, 


WILLIAM RAYMOND WILSON, CALLED 

EXAMINED BY MR. COVERT: 

Q. You live where? 

A. Kenmore, Ontario. 

Q. Are you associated with the Holstein-Friesian 
Association? 

A. Yes, .Sir. 

Q. What is your position with them? 

Ae Past president now; I was president a few days ago. 

Q. You had something that you wanted to add to this 
Briel? 

ue Yess In connection with the reason behind these 
rates we probably did not explain that as clearly or as 
fully as we should have. We did explain the fact that 


livestock and livestock products form a major part of the 
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agricultural production of Canada, and the efficiency 
of the production of these livestock and livestock products 
is based mainly on the quality of the breeding stock we 
can develop. It is the same as any other business in 
that respect. The higher the class of pure bred live- 
stock we can breed in Canada the cheaper we can produce 
the bulk of the livestock and livestock products. It is 
in order to spread and increase the development and use 
of pure bred livestock that we have had these special 
rates in existence. 

THE CHAIRMAN: Q. Those rate were granted 
about canisa tive years ago? 

A. Yes 

Q. And they have helped to build up the industry 
very considerably, of course? 

A. Yess 

Q. Then of course the next question is whether it 
is necessary to continue them? 

A. Well, we feel it is in this respect, that the 
breeding of better livestock and the more efficient pro- 
duction of livestock and livestock products is a con- 
tinuous job. If I might be permitted to go back, 
seventy-five years ago our commercial livestock in no 
way resembled to any great extent the appearance which it 
has to-day. In other words, the efficiency of 
the dairy cow -- I am a dairyman -- has inereased greatly 
over what it was fifty, sixty or seventy years ago, and 
we feel that in the coming forty or fifty years, oP as 
far as we might wish to go, that efficiency will be 
still increased, If we are to spread the use &f the 
better animals, in other words, increase efficiens pro- 
duction of dairy products or meat products in the casé 


of beef animals, and so on, we are going to do Lt by 
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the greater use of better pure bred individuals. 

Q. Do I understand that your main ground of complaint 
is that these rates were increased this very great Seve 
centage without any proper notice to you and no proper 
opportunity to be heard about it? 

As Yes, coupled with the fact that, of course, 
we consider the need is there for these rates to be con- 
tinued. 

Q. I understand you to say in furtherance of that 
that when rates have been established for a considerable 
period of time they should be taken as fixed rates and 
not changeable except by order of the Board of Transport 
Commissioners? Is that right? 

A. Yess 

Q. That is what you are asking for? 

A. Yes. If I might go ahead and say this -- 
although we have not any figures -- Mr. Powell mentioned 
regarding the actual number of shipments and what it might 
have entailed in the way of loss to the railroads -- we 
readily admit it is not a compensatory rate. We do 
know this, that it was very, very small in comparison 
with the amount of general livestock shipped or livestock 
| products, that the loss must be a very small percentage 
as far as the railroads are concerned. We could quote 
instances of areas in Canada, particularly in the newer 
settled areas, where the application of this half rate 
in the shipping of pure bred pulls, pure bred rams and 
pure bred boars, and so on, has been very instrumental 
in developing a strong and healthy live stack industry 
in those areas. 

COMMISSIONER INNIS: Q. Can you tell us anything 


about the distances that tend to prevail in these Shipments? 
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Yes. In some cases the bulls and breeding 


females might be shipped clean across the dominion. It 


might be anywhere from one hundred miles up. 


Q. 


At one hundred miles would the trucks come into 


the picture? 


A. 


Shipments within one hundred miles in most cases 


would be handled by trucks. 


Q. 
A. 
Q. 


But it is beyond that distance? 
It is beyond that distance in general. 


You have not any idea of a general average as 


to how long the hauls would be? 


A. 


No, that would be pretty hard to estimate. a 


would say the majority would probably be an average Of. 


three hundred miles or so, 


Q. 
A. 
Q. 
A. 


Is that true in your own case? 
Yes, I would say so. 
About three hundred miles? 


There will be the odd shipment of probably 1,500 


or 2,000 miles, but the majority of shipments will be 


in a much shorter range. 


(Page 14280 follows) 
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MR. SINCLAIR: Q. Do you know whether there 
is any movement of pedigreed stock from the west to the 
east, Mr. Wilson? 

A. Yes, there is. 
Q. Have you read the Canadian Pacific submission 
to this Commission? 


Bares 


Q. Around pages 130 to 133 there is a suggestion 
that even the livestock rates are non=-compensatory; so 
if you cut them in half, you have certainly got 4 non- 
compensatory rate, have you not? 

A Pha Weds «pent 3 

@. Do you ship pedigreed bulls Pata ae 

A. In some cases. 

Q. Do you think, as @ man who knows Holstein 
cattle, and as 4 breeder, that it is good practice to 
put other cattle in 1.c.l. cars carrying pedigreed 
Holstein bulls? 

A. Provided the health status is the same in both 
cases, it would not make too much difference. 

Q@. The general practice is to carry pedigreed 
livestock 1.c.1l. with about one animal to the car, is 
it not? 

A. There are quite a number of cases of that; and 
then we have quite a few instances where 4 man wants to 
have a breed sire or a bull, when he is trying to’ builda 
up a herd; so he will order only one animal. 

Q. And you have seen pedigreed cattle, I mean 
cars with only one Holstein bull all across the country, 
with only one-half of the rate which we may say rE clpariels 
first instance may be non-compensatory; is that correct? 

A. That is correct. 


MR. COVERT: Thank you very much. 
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' THE CHAIRMAN: That is all, thank you, 
Mr. Wilson. 
MR. COVERT: The next submission will be 
that of Canada Steamship Lines Limited, and Mr. HaZen 
Hansard will present the brief. 


HAZEN HANSARD, K.C. Called. 


ae 


THE WITNESS: Mr, Chief Commissioner and 
members of the Commission: I appear today for Canada 
Steamship Lines Limited. We have filed a brief with 
the Commission which is restricted to one question 
arising out of the brief filed by the Canadian National 
Railways. The brief is short and I believe 1t would be 
useful if I were to read it into the record. Only a 
limited number of copies were prepared. It is addressed 
to the Royal Commission on Transportation, and it reads: 

Mr. Chairman and gentlemen: The present sub- 
mission on behalf of Canada Steamship Lines Limited is 
largely restricted to the question of Agreed Charges, 
as raised more particularly in the submission of Canadian 
National Railways dated October, 1949. General obser-~ 
vations on the transportation problem as affecting water 
carriers are however included to the extent deemed 
necessary and relevant to the discussion of that 
particular problem. 

Te. THE AGREED CHARGE 

This exceptional method of arriving at the 
rate to be charged and paid for the transportation of 
goods was first introduced into Canada by the general 
legislation known as the Transport Act, 1938, by which 
forms of transportation (other than rail transportation) 
subject to Dominion jurisdiction were for the first 
time subjected to rate regulation. There is nothing 


mysterious about an "agreed charge", although its 
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nature appears to have been somewhat misunderstood. 
Apart from regulation, it is no more nor less than a 
private contract whereby a carrier undertakes to 
transport the goods of an individual shipper on terms 
more favourable than those offered by the carrier to the 
general public in its published tariffs. The "nate" 

or terms agreed upon between the carrier and the 
individual shipper must necessarily be sufficiently 
attractive to the latter to induce him to bind himself 
to ship all or an agreed portion of his goods by the 
facilities of the contracting carrier for a stated 
period or indefinitely; in other words, to give the 
contracting carrier a total or partial monopoly of his 
business for such period. Its effect of course is to 
deny to all other competing carriers the opportunity of 
competing for the business so tied up or of obtaining 
any portion of that business while the agreed charge 
remains in force, and this, whether or not such competing 
carriers or any of them may have enjoyed all or a part 
of that business theretofore. It is therefore the 
direct antithesis of normal rate making practice. 

ae ACCEPTED PRINCIPLES OF RATE MAKING 

For as long as there have been common carriers 
and regulation of their rates, 4t has been universally 
accepted in law and in practice: - 

(a) That the facilities of the carrier 
must be made available to all comers; 

(pb) That the carrier shall charge equal 
rates for like services to all comers; 

(c) That complete information as to the 
carrier's rates shall be made available to the public 
by means of published tariffs; 

(a) That competing carriers shall be free 


to meet those rates; and 
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(ce) That one carrier shall not offer 
"unremunerative" rates, whether for the purpose of 
capturing business from competitors or otherwise. 

Sra THE TRANSPORT ACT, 1938 

This statute was passed at a time when a long 
period of business depression had produced severe come- 
petition between all forms of transportation for the 
limitea traffic offering. By its terms the water lines 
and air lines were for the first time subjected to rate 


control and a strict system of licensing, based on public 


convenience and necessity, was introduced to Eimtt Pur ther 


invasion of those fields. All forms of transportation 
wholly subject to Dominion legislative jurisdiction were 
placed under the regulative control as to their rates of 
the Board of Transport Commissioners which, 4s the Board 
of Railway Commissioners, had previously been concerned 
only with the control of rail rates. Highway transport 
was not covered by the statute because it fell almost 
entirely under Provincial jurisdiction, but the need for 
control of it was recognized, 4s indicated by the Bill 
to amend the Transport Act introduced in May, 1940. 
By this Bill it was proposed to place inter-Provincial 
and international highway transport under the same 
control. This Bill was never enacted as law because the 
session of Parliament terminated before Lt could pe 
dealt with. 

I have, since perpetrating that language, 
been informed, Mr. Chief Commissioner, that’ that Bill 
was defeated in the Senate. IT have not checked it, 
but I am so informed. If that is 80, it is a mistake 
and it has no bearing whatever on my submission. 

Tt was not re-introduced because the 


magnitude of the war effort then under way removed 
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excessive competition between the transportation media 
as an immediate pressing problem. The express purpose 
of the Transport Act was clearly set forth in subsection 
(2) of Section 3 thereof in the following language:- 

"(2) It shall be the duty of the Board to 
perform the functions vested in the Board Dy Ulla 
Act and by the Railway Act with the object of co# 
ordinating and harmonizing the operations OL uae 
carriers engaged in transport by railways, ships 
and aircraft and the Board shall give to this Act 
and to the Railway Act such fair interpretation 
as will best attain the object aforesaid." 

See in this connection the judgment of Lord MacMillan, 
speaking for the Privy Council in C.N,R. vs. US ,l6 
(1945 A C. 204) where he says at page 213:- 

"There are wider considerations which lend 
support to the view which has commended itself to 
the majority of the learned judges of the Supreme 
Court and which commends itself to their Lordships. 
The Act of 1938 introduces important extensions 
and innovations in the transport law of Canada. 

It provides for the first time for the control of 
rates for transport by water and transport by air, 
as well as providing for the first time for agreed 
charges. The extension of the board's jurisdiction 
is not only signalized by the change in its mame, 
put is accompanied by a special injunction 
addressed to it by Parliament as to the adminis- 
tration of its enlarged functions. Section 3; 
sub-s. 2, of the Act thus exhorts the Board - 

'It shall be the duty of the Board to perform the 
functions vested in the Board by this Act and by 


the Railway Act with the object of co-ordinating 
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and harmonizing the operations of 411 carriers 
engaged in transport by railways, ships and air- 
craft and the Board shall give to this Act and 

to the Railway Act such fair interpretation as 
will best attain the object aforesaid.' It would 
be strange if in attempting to co-ordinate and 
harmonize the operations of all carriers by rail; 
water and air, the board were to be precluded, 
when performing their new and important duty of 
scrutinizing agreed charges, from considering 
their effect on the businesses of ab Carriers 


senéarmed in the traffic affected.” 
THE CHAIRMAN: We shall adjourn now until 


10.30 tomorrow morning. 


~--At 4.45 p.m. the Commission adjourned until tomorrow, 
Tuesday, February 7; 1950, at 10.30 o'clock a.m. 


oy > 
4 vlan 
PRALARI SIO SAT «7 
VCOESYT id ST Onsen aan 
4 *  bawaet as | ae, 5 


, 


Bs 5 | hy a 


1 
» 4 \ 3 air 9, Le 


1 y D) ie i) 
a ae k 1) ait yee 
: . i P rh a ae 7 
; AZ : 
7 a. a 
\ a | et! “Tene eee A Dies ee een) eee | 
s) " : ow 
iW a - 
“om 
b ; 
‘ ‘ 
i 7 
eo : 
; 
* 1 q 
, ¢ 
. 
( 
i 
g 


’ 
Ae | 


hi » 


My 
of 


ia 
i, 
eo, 16 


ore ; 
; ae at ¥ 


' aA, 
Arias hb i 
. Hie it - f 
u ey , f i 4 
VS ae i im ne a 
yet at , ; \ i i 
an ; ; I be ae yn 
ea) A - yi * , I i} et 
7 a et Phe? dk a eh La, i ’ 
Ay a ee bah ; 
1a q AY ep D A 
ie ‘i a F ) Lon? i ‘ 
' ‘ ee i ; en ? U d 4 
re bg by ' . ‘ 
j “ ia 4 } 4 : 7 } 
t ei i ’ j j yi i } 


: " aq . , 
uy, Wi - i Fi - y 
i ita. wy 
en at ; 4 
i ay , ! 7 
f +a : ! + 
i \j Mi lee ‘ ’ 
" 1 i) A , ‘ ji t 

. } 
i iW a Frit 

i af I 
fi (, Yas Day 
lef a \ NR he ae 
ia ' ; ti} 
] i Z \ y 


i 
% 
4 


e “ 
f i 
: ‘ 
} ; a i, 
nt 4 
i 1 1 i, 
Hi \ : 


“y 


a a 
A a om, ety 


Siete tiled thieeknendnek ae ante 


a a ne 
” ~ 


Sear ee 
4 Anew ie: 


